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RECENT MOVES TO REDUCE TRADE BARRIERS. 


I 


AST April M. van Zeeland, the Belgian Premier, accepted 
L an invitation from the French and British Governments 

“to undertake preliminary informal investigations in various 
countries as to the possibility of securing a relaxation of quotas 
and other obstacles to international trade.’’* More recently the 
Economic Committee of the League of Nations has embarked on 
a parallel enquiry into the effect of trade barriers and the appro- 
priate methods for restoring order in international trade, a task 
which it is hoped to complete by the autumn.? Meanwhile, the 
Congress of the International Chamber of Commerce, held at Berlin 
from June 28 to July 3, has been the scene of valuable discussions 
on these and kindred subjects.* 


Acting on M. van Zeeland’s behalf, M. Maurice Frére, another 
Belgian economist, who was formerly Adviser to the Austrian 
National Bank, has visited London, Paris, Berlin, Rome, and other 
European capitals; whilst recently M. van Zeeland himself has 
taken the opportunity provided by a private visit to the United 
States to discuss the question in Washington. So far there has 
been no indication as to the probable nature of M. van Zeeland’s 
suggestions, although the original emphasis upon “ relaxation of 
quotas ’’ may be recalled. 

On the other hand, the vital importance of reviving inter- 
national trade becomes increasingly clear. The following table 
shows how seriously the revival of world trade has lagged behind 
that of industrial activity as a whole, even when the figures for 
the U.S.S.R. are excluded :— 


WORLD INDUSTRIAL ACTIVITY AND TRADE.4 
1929 1932 1933 1934 1935 1936 1937 


(three 
months} 
Industrial activity .- 100.0 68.7 77.5 85.1 96.1 III.3 ? 
Industrial activity (ex- 
cluding U.S.S.R.).... 100.0 62.6 71.1 77.0 85.9 96.2 102.6 
World trade quantum .... 100.0 74.5 75.5 78.5 81.8 85.9 92.4 





(1) Lord (then Mr.) Baldwin in the House of Commons, April 8, 1937. 

(2) See The Times, June 15, 1937, for an outline of the main conclusions 
reached in the general discussion. 

(3) See the Note on page 11. 


(4) Review of World Trade. (League of Nations). Monthly Bulletin of Statistics 
(League of Nations). 
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Thus, although the quantum of world trade fell by over 25 per 
cent. between 1929 and 1932, industrial activity declined still more. 
Yet in the first three months of 1937, in spite of a marked recovery, 
world trade was still nearly 8 per cent. below its 1929 level ; whereas 
industrial activity (even excluding the figures for the U.S.S.R.) 
was already greater than in 1929. 


This tendency is unusual ; for in previous periods of recovery 
from depression trade has expanded more rapidly than production. 
The explanation probably lies in the intensive development of 
economic nationalism during the past few years. Economic 
nationalism is also partly responsible for the relative expansion of 
trade in raw materials and semi-manufactures relatively to manu- 
factures, and of trade in capital goods relatively to consumption 
goods. 

The aim of self-sufficiency has still, however, to be realised. 
There are signs, indeed, that in many countries the continuance of 
internal prosperity may soon become endangered unless further 
supplies of imported materials are quickly made available by the 
expansion of export markets. Hence the importance of M. van 
Zeeland’s mission ; hence also the importance of two more concrete 
efforts in the direction of lower trade barriers—namely the new 
“Oslo ’’ Convention, and the negotiations for a new Anglo-American 
Trade Agreement. 


II 


The new “ Oslo” Convention (which was actually signed at 
the Hague) must be considered against the background of two 
earlier Conventions—the Oslo Convention of 1930 and the Ouchy 
Convention of 1932. 

The first Oslo Convention of December 22, 1930, was signed 
and ratified by Belgium and Luxemburg,’ Denmark, Norway, the 


Netherlands, and Sweden (neither these countries’ overseas posses- | © 


sions nor Finland being included), and came into force on February 7, 


1932.” Each contracting party undertook to give fifteen days’ | 


notice of any new or increased Customs duties ; whilst the other 
parties had the right to object, and if their objections were ignored 
to denounce the Convention. The Convention was also denunciable 
every six months, but otherwise remained in force indefinitely. 


The abortive Ouchy Convention of June 20, 1932, between 
Belgium, Luxemburg, and the Netherlands, was a more ambitious 
project, in which the Scandinavian countries did not participate, 
although they took part in the preliminary conversations. In this 





(1) Belgium and Luxemburg together form a Customs Union. 
(z) For an English translation of the text of the first Oslo Convention, see 
League of Nations Treaty Series, No. 2893. 
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Convention’ the Contracting Parties undertook not to increase 
their mutual tariffs at all ; whilst their tariffs against third parties 
were not to be raised except as a means of retaliation. Still more 
important, the signatories’ existing mutual tariffs were to be 
reduced by 10 per cent. per annum for five years, by which time 
they would be down to one-half their former level.* Moreover, 
the Convention was to be open for the adherence of other States. 
It was to be concluded initially for a period of five years, and would 
then remain in force for those countries which had not denounced it. 


The project was very favourably received both in Belgium 
and in the Netherlands. But in other countries its reception was 
very much cooler, in spite of the fact that it was open to all countries 
for adherence. For the Convention would have infringed the 
rights of third parties protected by the most-favoured-nation 
clause in their commercial treaties with Belgium or the Netherlands. 
A typical most-favoured-nation clause runs roughly as follows :— 
‘Articles produced or manufactured in the territories of one of 
the two Contracting Parties imported into the territories of the 
other, from whatever place arriving, shall not be subjected to 
other or higher duties or charges than those paid on the like articles 
produced in any other foreign country.’”” The British Government 
was, therefore, justified on technical grounds in objecting to the 
grant of preferential treatment to Belgian goods in the Dutch 
market and to Dutch goods in the Belgian market. This objection 
caused the projected Ouchy Convention to be abandoned. It was 
clearly not worth while for either the Netherlands or Belgium to 
antagonise the United Kingdom, for both countries depend more 
on the British than on each other’s markets. 


The chequered history of the Ouchy Convention has clearly 
influenced the drafting of the new Oslo Convention, signed on 
May 28, 1937, by Finland and the Netherlands Indies, as well as by 
the signatories of the 1930 Convention. This makes no attempt 
to establish a regional preferential tariff system such as was en- 





(1) For the French text of the Ouchy Convention, see /’Europe Nouvelle, 
August 27, 1932. 

(2) Duties were not, however, to be reduced below 4 per cent. ad valorem for 
as products, or 8 per cent. ad valorem for wholly manufactured 
products. 

(3) The dependence of Belgium on the French market, and of the Netherlands 
on the German market is equally striking :— 


Exports from Belgium to ; Exports from the Netherlands to ; 


(1935). (1935). 
% % 
France ..., _ wl ~~) 38.9 United Kingdom — an, SE5 
United Kingdom _ eo B® Germany = ss ss OOo 8 
Netherlands _.... a a ae Belgium .... nas and —— 
Germany 9.8 France .... _ = cou 


__(4) For an English translation of the new Oslo Convention, see the Board 
of Trade Journal for June 17, 1937. 
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visaged in the Ouchy Convention. On the other hand, it goes 
further than the 1930 Oslo Convention. Belgium, Luxemburg, 
and the Netherlands undertake to abolish quota restrictions, and 
to refrain from increasing duties, on imports from the Scandinavian 
countries and Finland of a considerable number of goods. In 
return, the Scandinavian countries, Finland, and the Netherlands 
Indies promise not to increase tariffs or to impose quota restrictions 
on imports of certain goods of interest to Belgium, Luxemburg, 
and the Netherlands. The signatory States also undertake to give 
each other fifteen days’ notice of any new quotas, special taxes, or 
exchange control, and to co-operate against practices of abnormal 
competition. The Convention, which is open for adherence by 
other States, will initially remain in force for one year from July 1, 
1936. 
The general impression derived from a study of the Convention 
is that every effort has been made to avoid antagonizing third 
parties ; and this impression is confirmed by the action of the 
Netherlands Government in extending the benefits of the abolition 
of quotas to Great Britain and Germany without demanding any 
reciprocal concessions.’ 

The history of the two Oslo Conventions and of the projected 
Ouchy Convention brings out three points of general importance : 
firstly, the difficulties in the way of “ low-tariff clubs ”’ ; secondly, 
the advantages and disadvantages of the most-favoured-nation 
clause; and thirdly, the outstanding importance of certain 
markets. 

It is frequently urged that the most practical means of reducing 
trade barriers in the absence of a general agreement would be the 
negotiation of mutual concessions by the countries willing to 
co-operate constructively. The resulting preferential treatment 
would be exclusively enjoyed by other members of the group ; 
on the other hand membership would be open to any country 
prepared to make equivalent concessions. To this proposal the 
British Government recently emphasized two fundamental 
objections. In the first place it would involve discrimination 
against non-participating countries and might lead to reprisals 
and tariff wars ; whilst it would involve the disappearance of the 
general application of the most-favoured-nation clause to which 
the Government attached special importance. In the second 
place, experience went to show that practical results were not 
likely to be achieved except by bilateral negotiations, although 
the Government did not reject the idea of multilateral negotiations, 
if it could be shown that the time was opportune.’ 


(1) Commenting on this action the Economist observed : 


hold with Canning that 
‘In matters of commerce the fault of the Dutch 


Is giving too little and asking too much.’ ” 
(2) Statement by Lord (then Mr.) Baldwin, The Times, March 23, 1937. 





‘no more can we 
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As regards the most-favoured-nation clause, it is frequently 
argued that this is already so largely evaded by the institution of 
import quotas and exchange controls as to be scarcely worth 
preserving. Certainly under an import quota system “ the difficulty 
arises Of what distribution of licences can be regarded as a fair 
interpretation of most-favoured-nation rights. The German Govern- 
ment have at times argued that each supplying country has a right 
to an equal quota; the United Kingdom, that licences should be 
allocated to suppliers in proportion to their imports in a given basic 
year. The French and others have issued licences on the principle 
of reciprocity, while Switzerland has argued that quotas are not 
within the scope of most-favoured-nation treatment at all.’ It 
is, however, exceedingly unlikely that the basic principle of 
generalizing tariff concessions will be abandoned. 


A more practical suggestion is that the list of recognised ex- 
ceptions to the most-favoured-nation clause should be extended. 
Customs unions and Imperial preferences (including those between 
the United Kingdom and the self-governing Dominions) are 
recognized exceptions. Moreover, the United Kingdom already 
waives objection to preferences as between “‘ countries bound by 
special ties of a historical, geographical, or ethnical nature,” in- 
cluding the United States and Cuba, Spain and Portugal, Portugal 
and Brazil, Denmark and Sweden, Turkey’s former Asiatic posses- 
sions (now mandated territories), and the U.S.S.R. and the Baltic 
States. But the most important development in this direction is 
the Montevideo Agreement (July, 1934) of the Pan-American 
Union (to which the United States,* Belgium, Greece, Panama, 
Cuba, Nicaragua, Guatemala, and Colombia have already adhered) 
“to refrain from invoking the obligations of the most-favoured- 
nation clause in respect of certain multilateral conventions.’ 


The dependence of each of the Oslo Powers on certain outside 
markets is scarcely surprising in view of the fact that nearly 
one-half of the world’s exports are imported by four countries : 
The United Kingdom (19 per cent.), the United States (11 per 
cent.), Germany (8 per cent.), and France (7 per cent.) The United 
Kingdom alone takes nearly one-fifth of the world’s exports, whilst 
the British Empire as a whole takes nearly one-third. The Oslo 
countries export more to the United Kingdom than to each other. 

The following table shows every country responsible for more 
than 2 per cent. of the world total of imports and exports. An 
interesting feature is the displacement of France by Canada as the 
world’s fourth largest exporter. 





(1) Report on International Trade, page 87 (P.E.P., May, 1937). 

(2) The 1935 Commercial Treaty between the United States and Czechoslovakia 
contains a clause allowing Czechoslovakia to enter into preferential arrangements 
with other Danubian countries. 

(3) Text in U.S. Department of State Treaty Information Bulletin, No. 58, 
July 31, 1934. Reprinted in P.E.P. Report on International Trade, Appendix II. 
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WORLD TRADE, 1929 and 1936. 


Imports. Per cent. of world total Exports. Per cent. of world total. 
1929 1936 1929 1930 
United Kingdom 15.2 18.6 United States II.9 
United States az. United Kingdom 10.8 
Germany Germany vod 9.5 
France Canada! a 
Japan ow France 
Belgium _.... Japan? 
Netherlands India 


Canada Belgium . 
China3 South Africa? 


India Argentina 
Italy Australia 
Australia Netherlands 


(1) Including bullion and specie. 
(2) Excluding trade between Japan and the Japanese Empire. 
(3) Including Manchuria. 
Sources ; Review of World Trade (League of Nations). 
Monthly Bulletin of Statistics (League of Nations). 
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The above table also explains the world-wide importance of 
any new Anglo-American Trade Agreement. For the United 
Kingdom and the United States together represent 30 per cent. 
of the world market, while if the rest of the British Empire is 
included the proportion is nearly 45 per cent. Clearly, therefore, 


tariff concessions by both parties, extended to all countries enjoying 
most-favoured-nation rights, should have an appreciable effect 
on world trade as a whole. The United Kingdom is already the 
United States’ best customer, taking 18 per cent. of her exports, 
whilst as a source of supply (8 per cent.) she is second only to 
Canada (15 per cent.) Similarly the United States has the largest 
share of the British market (11 per cent.), although as a market 
for British goods (6 per cent.) she comes after South Africa, India 
and Australia. Nevertheless, the trade between the two countries 
has fallen appreciably more than their total trade in recent years, 
and there is clearly room for expansion. 

As the above figures suggest, the balance of trade between the 
two countries is heavily in favour of the United States. Even 
including British re-exports, the United States sells nearly three 
times as much to this country as she buys from her. The gulf 
narrowed slightly in 1936; but even in that year, against imports 
from the States of £93.3 millions, there could only be set exports 
of {27.7 millions, and re-exports of {9.2 millions. These figures 
are frequently quoted as a reason for opposing any further con- 
cessions to the United States. Certainly the wide disparity between 
them is open to criticism in so far as it reflects the persistence of 
the United States in maintaining, by its extremely high tarifi,’ 

(1) The average ad valorem rate on dutiable imports in 1935 was 42.9 per cent., 


although, as nearly two-thirds of American imports (mostly raw materials) are 
duty-free, the average ad valorem rate on all imports was only 17.5 per cent. 
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an export surplus with the rest of the world in spite of being a 
creditor nation. On the other hand, it is important to note that 
the former large American export surplus has now disappeared, 
partly no doubt as a result of the concessions made since the Trade 
Agreements Act of 1934, which gives the President power to reduce 
individual duties by 50 per cent. 
UNITED STATES TRADE.! 
($ million). 
Imports. Exports. Balance. 

1929 an aes wa 4,339 5,157 +818 

1934 .... oe -_ 1,636 2,100 +464 

1935, es aces 2,038 2,243 +205 

1936 .... ais ae 2,421 2,416 —5 

1937 pid ta 1,067 965 — 102 

Thus, in the first four months of 1937 the traditional export 
surplus has actually been replaced by a surplus of imports. But, 
quite apart from this change it would be misleading to consider 
the Anglo-American trade balance in isolation. For this is to imply 
that all trade should be bilateral; whereas the American export 
surplus with the United Kingdom is the final link in the chain 
whereby many primary-producing countries, by developing export 
surpluses with the United States, are able to pay the service on 
their debts to Great Britain. 


At least, American trade with the British Colonies should be 
included in any final balance sheet ; and as against the American 
export surplus of $240 million with this country in 1936 should 
be set the American import surplus of $185 million from the Crown 
Colonies. It is true that trade with the Dominions and India also 
shows an export surplus of some $77 million; but in return the 
United States Government purchases and “sterilizes‘’ large 
quantities of South African and Canadian gold, with money borrowed 
from the American public.” 


It is, therefore, not legitimate to argue that all the concessions 
should come from the American side. British exporters certainly 
suffered from the Hawley-Smoot tariff of 1930; but American 
exporters, too, were hit by the British tariff of 1932, and to a lesser 
degree by the Ottawa Agreements. The real obstacle to agreement 
is provided, as always, by the vested interests which have grown 
up behind these tariffs and preferences. 


B. S. K. 





(1) League of Nations Monthly Bulletin of Statistics. 


(2) For details of the balance of payments between the United States and 
the British Empire, see the Economist, June 19, 1937. 
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EDITOR’S NOTE. 


With this issue of the Bulletin, No. 1, of Volume XIV, a change 
is being made in the arrangement of the items of news under the 
Chronology. Internal matters are separated from those concerned 
with external or foreign relations, in the case of the countries of 
which there is much to record, and issues of outstanding importance, 
such as that of the policy of the Powers towards the Spanish con- 
flict, have been dealt with under one heading, instead of under 
the name of the country in which the events recorded took place. 


In the case of the Spanish crisis this heading has been given 
the title of ‘‘ The Powers and Non-Intervention,”’ and placed under 
Spain, and it is hoped that this arrangement will facilitate the task 
of reference for readers who wish to follow the day-to-day develop- 
ments in the situation between Spain and the European Powers. 

It is intended to adopt this principle of arrangement per- 
manently, and apply it as circumstances may dictate. It is also 


hoped to develop a new section containing special notes on events 
of particular interest occurring in the two weeks under review. 





II 


THE CONGRESS OF THE 
INTERNATIONAL CHAMBER OF COMMERCE. 


June 28th.—Welcoming the guests at the Ninth Congress of the 
International Chamber of Commerce in Berlin, General Géring said 
its objects were to solve international economic problems and con- 
tribute to the maintenance of peace. Nobody in the world, he 
maintained, had now any right to doubt that Germany stood for 
peace ; so far as Germany was concerned there would be no new war. 
They wanted nothing more than peace, and a new proof of this was 
their attitude towards Spain. 

It might be asked: Why then the mighty rearmament which 
Germany had undertaken? The answer was that after it had been 
proved impossible to persuade the rest of the world to follow their 
example and disarm, no choice remained for Germany but to obtain 
her equality of rights by rearming. 

A full equality of rights, however, must comprise also a safe 
basis for the economic life and progress of their people. Germany 
would not cease to point to the colonial problem until her urgent and 
well-justified colonial wishes were fulfilled. For just as Germany in 
the last resort depended upon her sword, so she must have at her 
disposal the important economic bases of life if she was to retain in 
her own hands the preservation of her independence, honour and 
reputation. And he added: “You must not forget that certain 
political conditions are necessary for the future development of the 
world economy.” 

Dr. Schacht said the social question of “‘ work and bread ”’ was 
no longer an internal problem of each nation. If an international 
policy did not assure space to live and the possibility of work to every 
people all efforts to improve world economic relations would be in 
vain. He expected the Congress to go below the surface of the problem 
of multi-currency values and to consider whether economic nationalism 
and efforts towards so-called self-sufficiency could not be dispelled by 
an honest currency and an honest apportionment of raw materials. 

In considering that problem (of raw materials) they would have 
to make it quite clear to themselves what it meant to a nation when 
its food supply and its employment were dependent not only on the 
good or bad will of other nations, but also on mere economic, social or 
political conditions to such an extent that no matter how peaceful 
or industrious it might be, its very existence was endangered. 

“You will also have to consider,” he said, *‘ whether it is really 
a service to peace if it is possible to open or close the great sources of 
raw materials to any particular nation for purely political reasons.” 

An Australian delegate, in a paper on raw materials, said that 
the best contribution which could be made to economic appeasement 
was to get rid of bi-lateralism. He also said: “It is difficult to 
discover any serious restriction on the access to raw materials. The 
effect of the redistribution of control over producing territories would 
be relatively negligible.” 

Dr. Trendelenburg, chief of the Nazi Chamber of Economics, 
pointed out that “* Territorial sovereignty enables a country to exercise 
a decisive influence on the extraction of such raw materials as are 
essential for the Mother Country.” 


II 





I2 


The President of the International Chamber pointed out that 
the independence secured through policies of self-sufficiency was very 
limited, and entailed considerable sacrifices. Sooner or later nations 
would be compelled to seek their salvation through international 
trade. 
June 29th.—In the International Chamber of Commerce Congress, 
papers on planning were read by Swedish and Italian delegates. The 
latter said that in Italy State intervention did not desire to deaden 
private initiative, and still less to bureaucratize business. Private 
enterprise in Italy was active and worked harmoniously with the 
over-riding national interests. 

A German delegate submitted a report describing the organiza- 
tion, operation, and stabilizing effect of the tin, rubber, steel, aluminium 
and tube cartels. 

June 30th.—Speaking in the Chamber of Commerce Congress, 
Signor Pirelli said that increased gold production, the unhoarding of 
gold, and successive devaluations had created a new situation which 
gave ground for fearing an excess supply of the metal. 

Equilibrium could be assured only if a large number of countries 
took part in buying gold, 7.e., by an expansion of trade which would 
enable countries whose balance of payments was in deficit to obtain 
an active balance. 

A director of the Reichs Kredit Gesellschaft called attention to 
the excessive burden placed on international trade by the payment of 
interest on and the funding of foreign debts. A sharp distinction 
should, he said, be made between productive and unproductive debts, 
and he did not agree that a mere extension of trade could bring about 
a tolerable relation between unproductive debts and the national 
balance of trade. Such debts resulted from want and compulsion. 

The president of the Chamber of Commerce of Japan appealed 
for the abandonment of economic nationalism, and its attendant evil 
of high trade barriers, and Mr. Hobson (Britain), said the scope for 
foreign lending was enormous, but there must be a settlement of debts 
in default if investors were to lend. 

Mr. Barclay (Britain) drew attention to the differences between 
foreign lending to private parties, such as corporations, and to Govern- 
ments. In both cases, however, the lender must demand some tangible 
security realizable in his own country. Unfortunately they were not 
without experience of nations which, in the exercise of their national 
sovereignty, had not unly refused to repay their own debts but had 
even forbidden their nationals to meet their liabilities. 

uly 1st.—During a discussion on economic nationalism, M. 
Theunis (Belgium) said it had profoundly changed the economic 
structure of the various countries. It was no doubt necessary to 
preserve a minimum of economic independence, but no nation could 
derive anything but advantage from expansion of foreign trade. 

The President of the Reich Economic Chamber said there were 
two kinds of economic nationalism. The right kind was inspired by 
the desire to meet the most essential requirements of the nation out 
of its own resources, and this would have to be reckoned with as a 
permanent factor in the world situation. It did not imply a reduction 
of international trade, but simply a change in its direction. 

Sir Frederick Leith-Ross expressed regret that the Economic 
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Committee of the League had no German member. Economics were 
essentially international, and their treatment as a national problem 
was a paradox. Nemesis awaited any policy of economic nationalism, 
which, however, was not so much a vice as a misfortune. 

He asked whether, with improved trade conditions, it would not 
be possible to reopen more of the old channels of trade, to abolish 
quotas and clearings, to free currencies, and to revive the movement 
of capital. It would be easier for Governments to take a far-sighted 
view of the national interest if public opinion understood the 
fundamental principles of international trade. 

A Hungarian delegate also dealt with self-sufficiency, and said 
that as long as economics were subordinated to political considerations 
all efforts to improve the situation would be in vain. 

In a group dealing with the problem of gold, a Dutch banker 
maintained that the monetary system, while it “ oiled ” the wheels of 
trade and industry, was a secondary factor in production and dis- 
tribution. Since the depression statesmen and economists had tried 
to make currency manipulation into an instrument of policy instead 
of solving their problems by going to the root of them. 

A British banker repeated, what a British delegate had said the 
previous day that, subject to a far-reaching scheme for European 
political conciliation, a large gold credit or loan should be granted by 
the U.S.A. and Great, Britain to Germany to allow her to get rid of 
exchange control, get back to freedom of currency, and abolish the 
restrictions on her trade. 

Dr. Fischer (Germany) said the problem of currency stabilization 
could not be considered independently of the economic situation as 
a whole, but only in connection with the question of debts, raw materials, 
and the balance of payments position of individual countries. They 
must all be dealt with simultaneously. 

The chief of the Polish Clearing Office said foreign exchange 
control could only be abolished if long-term foreign investment revived. 
The initiative must be taken by the creditor countries, and the political 
aspects of the problem borne in mind. 

The President of the Swedish Chamber of Commerce in London 

said he was fundamentally opposed to the gold standard. Sterling 
was a special example of what could be achieved without returning 
to gold. 
July 2nd.—During the discussion on economic nationalism, Signor 
Olivetti said the tendencies towards self-sufficiency were not of such 
a nature as to prevent the development of international trade. Com- 
mercial policy had not been sufficiently directed towards abolishing 
barriers to trade, and the leading countries should now take the 
initiative in this matter. 

Meanwhile, everything possible should be done to make the public 
) understand that it was wrong to regard the world markets as a fixed 
* quantity, of which each country had to struggle to get the largest 
> possible share. Actually, every country, in helping others to extend 
» their sales, was thereby creating world markets for itself. 

3 A Polish delegate said a return to freer trade was in the interests 
= of the rich countries, and they should therefore start removing trade 
» barriers, even at the cost of temporary sacrifices. 

July 3rd.—Lord Riverdale introduced a resolution calling attention 
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to the necessity of peace if world trade was to flourish and to the danger 
to peace of a competition in armaments. It was of urgent importance 
to compose the political suspense, and once more devote economic 
resources to improve the standard of living. 

If the world would co-operate in rational distribution the standard 
of living could be greatly improved, and for such co-operation to be 
effective it was necessary that each country should be willing to con- 
tribute its share, out of its own national resources and productive 
capacity, to the aggregate of goods and services which constituted the 
real income of the world. 

““In any cas2,” the resolution declared, “ all countries should, 
as far as possible, have access to essential foodstuffs and raw materials.” 
It urged the Governments of the world to take measures to give effect 
to these recommendations and concluded: ‘“‘ The Chamber believes 
that private conversations and negotiations could produce immediate 
results. Such conversations might lead up to a limited conference or 
a series of conferences gradually expanding in scope.” 

The next resolution recorded the belief that there was need of the 
stabilization of the exchange rates on the basis of gold in order to 
obtain effective world economic recovery, and endorsed the general 
principles of the Tripartite Agreement of September, 1936. 

The fundamantal basis of a national monetary order should, it 
stated, be made up of a progressive abolition of controls, a continuous 
approach towards fixity of exchange, a resumption of international 
financing as far as circumstances would permit, and the full develop- 
ment of international monetary co-operation (including a solution of 
the problem of international debts of political origin). 

A rational monetary order in turn would facilitate international 
trade, the movement of capital, and the mitigation of international 
strains and stresses intensified by the maintenance of economic con- 
ditions inimical to the improvement of material well-being. 

This resolution was adopted unanimously subject to a reservation 
by the American, Australian, Belgian, British, Danish, French, 
Japanese, Norwegian, and Swedish delegations interpreting the term 
“debts of political origin’? as identical with the more usual term 
** political debts.” 

A third resolution, introduced by Herr Trendelenburg, said that 
the key to a permanent revival of trade was the development of the 
multi-angular exchange of goods and services, and the main obstacles 
to this were the quantitative regulation of trade and the grouping for 
exact bilateralism, themselves the result of price disequilibriums. 
Import quotas, exchange controls, etc., prevented the international 
alignment of national price levels, and they were often a greate! 
obstacle than simple tariffs; therefore the translation of the former 
protective weapons into the tariff system was a first step in the right 
direction. 

The urgent need to pass from barter to trade was shown by the 
existing difficulty felt by some industrial countries in buying food ané 
raw materials and the difficulty of others in selling them. As soon 4s 
trade was allowed to flow the troubles of these two groups of countries 
would be seen to be complementary and to answer one another. __ 

To re-establish multi-lateral trade in place of barter a specia 
duty rested on the creditor countries to allow the payment of debts 
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by receiving from the world goods and services in excess of what they 
exported. To give effect to this policy every possible means should 
be employed to mitigate trade barriers, and among others, bilateral 
agreements with the strict observance of the unconditional most- 
favoured-nation clause should be negotiated as quickly as possible. 
Bilateral treaties which could be developed into multilateral ones were 
particularly useful. 

The International Chamber was confident that, in spite of the 
difficulties, many countries were now ready to adopt the advice that 
immediate action should be taken by all Governments in these directions. 
The Government would best serve which could check the drift into 
bilateralism, and restore the machinery of multi-lateral trade. 

Herr Trendelenburg said the German delegation endorsed the 
resolution, but he wished to say something of the important principles 
of trade policy referred to. Measures for the restoration of trade must, 
he said, be effected through friendly and comprehensive co-operation 
between healthy and firmly established national economies, on the 
basis of real equality and in accordance with the national vital require- 
ments which were rooted in the right of every nation to self-preservation. 
Greater facilities for international trading relations were a preliminary 
requirement for the solution of the problems of raw materials, foreign 
debts and currency difficulties. 

Mr. Watson, the new President of the Chamber, in his speech closing 
the Congress, said that the note of the meeting had been world-peace 
through world trade, and he read messages of good wishes from 
President Roosevelt and Mr. Cordell Hull. 
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CHRONOLOGY. 


Australia. 
July 5th.—The Attorney-General announced a Federal Budget 
surplus of {1,276,637 for the year ended June 30th. Receipts totalled 


£83,090,136. 


Austria. 

July 3rd.—The Chancellor left Vienna for Italy. 

July 4th.—A football match in Vienna between a local team and 
a team from Genoa ended in fighting between the players and the 
arrest of several persons by the police. 

July 6th.—Negotiations began in Vienna with a German delegation 
from the Wilhelmstrasse for the settlement of matters in dispute 
between the two countries. 


jum. 

June 23rd.—Fighting occurred in the streets of Brussels when 
ex-Service men demonstrated against the Amnesty Law and tried to 
reach the Ministries and Parliament buildings. 

A large force of gendarmerie failed to control the demonstrators, 
who forced the barriers both of the Royal Palace and of Parliament, 
and the gendarmes were compelled to charge, injuring several people. 

The King later received a delegation of the ex-Service men at his 
suburban palace. 

June 25th.—The agreement between the Rexists and the Flemish 
Nationalists was suspended owing to a difference of opinion regarding 
the Amnesty Bill. The Flemings demanded a total amnesty, whereas 
among most sections of the people of the country the feeling against 
it was increasing in force. 

June 27th.—Many resolutions were submitted both to the King 
and to the Government against the Amnesty Law. The Liberal Party 
was described as almost unanimously opposed to it, while the Socialists 
were divided. 

June 28th.—The Catholic Party Congress declared that the Govern- 
ment had not carried out the reforms announced in their programme, 
and were sliding towards the Socialist Left. 

M. Van Zeeland’s speech in New York. (See U.S.A.) 

June 29th.—Joint statements by President Roosevelt and M. 
Van Zeeland. (See U.S.A.) 

July 2nd.—The Government announced that the reliefs in quotas 
granted by the Convention signed in The Hague on May 28th, 1937 
by the signatories of the Oslo Convention would be granted also to 
Great Britain, France, and the U.S.A. 

King Leopold received the presidents of 10 of the chief associations 
of ex-Service men, and told them there could be no interference with 
the Amnesty Law. A referendum was impracticable, as the principle 
of such a vote was not recognized by the Constitution. 

He himself, he explained, must conform with the will of the country 
as expressed by the majorities in the two Chambers. At the same time, 
the feeling that reigned in the country could not, and would not, be 
ignored. He was convinced that it was wrong that, through scruples 
which commanded respect but which were the result of misunder- 
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standings, the Amnesty Law should have been regarded as an attack 
on the dignity of the country and the honour of the War heroes. 
July 5th—M. Van Zeeland in London. (See Great Britain, External 


Affairs). 
Canada. 


June 30th.—Mr. Mackenzie King in Berlin and issue of statement. 
(See Germany, External A ffatrs). 


Czechoslovakia. 
June 25th.—The Vreme published a statement by the Prime 


Minister, who said that although “an idyll in Central European re- 
lationships has not yet been reached,” the Little Entente was making 
progress in its efforts for the economic reorganization of the Danubian 
area. They were now much nearer to a modus vivendi with Hungary, 
and the grave political obstacles which had been prevening collabora- 
tion between the Little Entente and the Rome Protocol countries no 
longer existed. 

The Chamber passed the Bill providing for pre-military training 
for the whole population, after amendments had been adopted reducing 
the age limit from 60 to 50 years, and lowering the hours of training. 
The only parties voting against it were the Sudeten Deutsche and the 
Hungarian Opposition Parties. 

June 26th.—Reports were published in the press that the Govern- 
ment had received from the German Government a Note demanding 


that they should investigate the case of Herr Weigel afresh, punish 
the persons responsible, make compensation to Weigel, and give 
guarantees that there would be no similar cases. 

July 2nd.—The contract for the mechanization of the Rumanian 
Army, secured by two firms, was reported to be worth 560 million 
crowns (say £4 million). 


France. 
INTERNAL AFFAIRS. 


June 23rd.—The text was published of a letter from the technical 
financial advisers to the Government to M. Vincent-Auriol explaining 
why they found it necessary to resign, following the Minister’s state- 
ment to them on June 18th of the measures proposed by M. Blum’s 
Cabinet to deal with the financial crisis. They had taken the view 
that those measures would be quite inadequate to meet the situation 
of the Treasury. 

June 26th.—The Socialist paper Le Populaire published the text 

of a resolution to be submitted by M. Blum to the Socialist Congress 
at Marseilles. This declared that the frustration of the popular will 
by Capitalist forces could not be tolerated, and called for the institution 
of measures to prevent such abuses. 
_ The resignation of the Front Populaire was “ exactly determined,” 
it stated, not by a vote of the Senate, but by the repeated refusal of 
the Senate to furnish them with weapons which they judged to be indis- 
pensable for the fight against tax evasion and the flight of capital. 

The Congress, according to the resolution, asked the Front Populaire 
Committee to take the initiative in convoking a meeting of its com- 
ponent groups with a view to elaborating a more extended programme, 
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which would permit the liberation of the State’s finances, and thereby 
allow the continuity and effectiveness of its reforms. . 

After the vote a new Convention with the Bank of France was 
concluded, providing for an advance of 15,000 million francs to the 
Government, 7.e. the legal limit for advances by the Bank to the State 
was increased from 10,000 millions to 25,000 millions. 

During the debate in the Chamber, M. Bonnet gave details of the 
position, and of the early liabilities of the Treasury, which were: for 
repayment of Auriol bonds (July to September), 800 millions ; repay- 
ment of 1934 bonds (October), 5,400 millions ; repayment of British 
Railway Loan (November), 4,400 millions ; extraordinary (rearmament) 
budget, 8,500 millions; and advances to local authorities, 8,500 
millions ; total, 27,600 millions (over £200 million) for current obliga- 
tions, not including a deficit of between 7,000 and 8,000 millions on the 
current Budget. 

The Socialist Ministers took no part in the debate, but Communist 
Deputies raised violent objection to speeches of the Deputies of the 
Right and Centre. They voted for the Bill, however, “ for the sake 
of the Front Populaire.” 

June 28th.—The Cabinet examined and gave its unanimous assent 
to the Prime Minister’s draft text of the Government’s declaration of 
policy and to the Finance Minister’s proposals for financial recon- 
struction. 

A Decree was published closing the Paris Bourse and the Bourse 
de Commerce until further notice; also a Decree declaring a mora- 
torium for trade debts, of a duration to be determined by the Finance 
Minister. 

June 29th.—The Government made their first appearance before 
the Senate and Chamber, and the Prime Minister tabled a Bill by 
which the Government demanded, until August 31st, full powers to 
take by decree whatever measures were needed to ensure “ the pre- 
vention of attacks on the credit of the State, the defeat of speculation, 
economic recovery, the control of prices, the balancing of the Budget, 
and the defence, without exchange control, of the gold reserve of 
the Bank of France.” 

The Finance Committee of the Chamber approved the Bill by 
20 votes to 15, with 6 abstentions. M. Bonnet informed the Committee 
that if the Government obtained the powers they desired the franc 
would be allowed to find its own level, and that the Governor of the 
Bank of England and the Secretary to the U.S. Treasury had given 
their assent to this. 

The Minister also said they had had to borrow 400 million francs 
from the Caisse des Depéts et Consignations, as the Treasury contained 
only 20 millions. The supply of gold for the Exchange Equalization 
Fund was exhausted, the deficit on the current Budget would probably 
amount to 7,000 millions, and the amount which the Treasury would 
have to borrow before the end of the year would probably be 17,000 
millions. The remedy was to fight speculation, but the real means of 
stopping it was to re-establish a healthy Treasury and Budgetary 
situation. 

The Premier read the Ministerial Declaration in the Chamber. 
This declared that the Government would be faithful to the basic 
programme of the Front Populaire, and would allow no interference 
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with the social reforms of the Blum period of office. It warned the 
country, however, that certain reforms must wait until financial con- 
ditions allowed their application. 

During the Chamber debate the rapporteur of the Finance Com- 
mittee said that since June Ist, 7,700 million francs’ worth of gold 
had left the Bank of France. The Government meant to stop tax 
evasion, raise railway fares, reinforce the supervision of military 
expenditure, and take other measures, but they were opposed to any 
forced conversion. 

June 30th.—The Government’s one-clause Bill was passed by the 
Chamber by 374 votes to 206, and by the Senate by 167 votes to 82. 
The Government had previously undertaken, on condition it was passed 
unaltered, not to have recourse to compulsory loans or to the forced 
conversion of Rentes. 

july 1st.—The Bourse reopened, and the franc (which previously 
stood at 110.55 to the £) fell to 129.55, and closed at 128.93 at the end 
of the day. 

July 2nd.—The Government issued a decree forbidding any increase 
of prices of all goods and industrial and commercial services beyond 
the rates obtaining on June 28th, 1937, with the exception of agricultural 
products sold direct to the consumer by the purchaser, and those whose 
prices had been fixed by the Ministry of Agriculture, and of perishable 
food, provided that'a rise in price was recognized to be justified. 

The decree also did not apply to increases caused by fluctuations 
in the prices of imported goods and by additional burdens imposed 
by the public authorities. 

The franc closed at 128.84 to the pound. 

July 4th.—Speaking at Bordeaux, M. Blum affirmed the loyalty 
of the Socialists to the Government, but added that they would 
continue their support only so long as the Front Populaire and the 
social legislation of his own Government were maintained. 

He reviewed the record of his Cabinet, and went on to say that 
he and his colleagues were not in the Chautemps Cabinet as repentant 
hostages. They conceived their mandate to be the most energetic 
defence of the cost of living, the maintenance of the social legislation 
of the past year, and the achievement of outstanding measures which 
the Front Populaire had arranged to submit to Parliament during the 
current session. 

July 6th—The Bank of France reduced the rediscount rate to 
5 per cent. The Bourse de Commerce resumed business, after being 
closed since June 28th. 

EXTERNAL AFFAIRS. 

June 24th.—The Government notified the British Government 
that they had ratified the Naval Treaty of March, 1936. 

June 25th.—The Civil Court at La Rochelle, at the request of a 
number of English, Canadian and Spanish banks, gave instructions 
for the retention at La Pallice of the cargoes of the British steamer 
Sea Bank and the Spanish steamer Axpe Mendi, which carried between 
them 9,000 cases of gold and securities from Bilbao. (The Sea Bank 
had been chartered by the Basque Government). 

June 26th.—The dockers at La Rochelle refused to unload the 
cases of gold. 

July 1st.—The Minister of Finance received identical Notes from 
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the British Chancellor of the Exchequer and the Secretary of the U.S. 
Treasury giving an assurance that their Governments were prepared to 
continue a Tripartite Agreement. 

M. Delbos made a statement to the Foreign Affairs Committee of 
the Chamber in which he said that the maintenance of the close co- 
operation between France and England in the Spanish crisis had been 
possible only by the adoption of the policy of non-intervention with 
regard to Spain. 

Speaking in the Foreign Affairs Committee of the Chamber, the 
Foreign Minister said: “The situation is obviously serious, but 
neither at this moment nor at any other have I considered it as tragic. 
Moreover, it can only improve as a result of a policy of firmness and of 
perfect understanding with Britain.” 

July 2nd.—The Spanish Premier, Sefior Negrin, and the Foreign 
Minister, Sefior Giral, arrived in Paris and saw the Minister of Foreign 
Affairs. 

Statement of French objections to the Italo-German plan for 
non-intervention in Spain. (See Spain, The Powers and Non- 
Intervention). 

July 4th.—It was officially announced that the steamer Trégastel 
had been seized by the Spanish insurgent cruiser Almirante Cervera 
off Santander, within the 3-mile limit, after being forced to stop by 


shots across her bows. 


Germany. 
INTERNAL AFFAIRS. 


June 23rd.—Eight prominent members of the Confessional 
Movement were arrested in Berlin during a meeting of the Movement’s 
Reich Council of Brethren. The meeting was held in conjunction with 
the Lutheran Churches to consider resolutions passed by the Prussian 
Council of Brethren. (These resolutions comprised declarations, read 
out in the Prussian Confessional Churches on June 2oth, again 
challenging the authority of the State order forbidding the practice 
of announcing the names of persons seceding from the Church, and 
restricting collections among Confessional congregations). 

June 24th.—Six members of the proscribed Biindische Jugend 
were sentenced at Essen to imprisonment for high treason, in that 
they had established relations with the Comintern in 1932, and had 
maintained them since the banning of the movement. One of the 
convicted men was a Dutchman, an officer in the Air Force Reserve 
of the Netherlands. 

June 26th.—Dr. Niemdller announced in his church details of the 
police measures against the Confessional Movement, and said that 
48 members of the Movement had been arrested. He described the 
raid of June 23rd, when eight of the Reich Council of Brethren had 
been arrested in the Church. 

June 29th.—Dr. Niemétler published further particulars about 
the measures taken against the Confessional Church, showing that 
102 arrests had been made, and that between 30 and 40 pastors had 
been released again. 

The contents were published of a letter addressed to Herr Hitler 
by the Roman Catholic Bishop of Berlin, who pointed out that the 
Nazi press talked ceaselessly about a system of moral depravity in 
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the Church, but concealed the fact that some of the priests involved 
were Nazis, whose relations with their ecclesiastical superiors had been 
strained. For example, one priest arrested for immoral conduct among 
his pupils had been appointed to an educational post against the advice 
of the Church authorities. 

He maintained that the trials were being exploited deliberately 
in order to provide justification for the measures already taken against 
the Church. 

June 30th.—Herr Kerrl issued two decrees, one giving very full 
powers to the Finance Departments to determine the spending of the 
allowances from the State to the Evangelical Church and of the 
ecclesiastical taxes which, in many districts, the State collected for 
the Church ; and the second prohibiting the use of churches for election 
purposes and the holding of all meetings for preparing for the elections 
or the distribution of leaflets until the election date had been announced. 
(Herr Hitler’s order of February 15th had provided for free elections 
for a General Synod to draft a new Church Constitution). 

A meeting at Bielefeld, Rhineland, of Confessional leaders and 
representatives of the Lutheran Churches of Bavaria, Hanover and 
Wiirttemberg decided that the State decrees forbidding the reading 
out of the names of persons leaving the Church and limiting the 
purposes of collections were unwarranted intrusions on the rights of 
the Church, and should not be recognized. 

July 1st.—The arrest was announced of Dr. Niemdller, who was 
charged with causing “* public unrest ” by his sermons and addresses 
owing to their attitude towards State measures, their untrue and 
slanderous statements, and their incitement to disobedience of the 
State. 

His utterances had long provided material for foreign newspapers 
hostile to Germany, and he himself had been agitating against leading 
members of the State and Party. 

The premises of the central administration of the Confessional 
Church in Berlin (the V.K.L.) were raided and sealed, and funds were 
seized and accounts stopped. 

July 2nd.—Herr von Arnim-Liitzlow and Pastor Niesel were 
sentenced to a fine of 600 marks or 30 days’ imprisonment for incitement 
to disobedience of State orders. Dr. Jacoby and Dr. Ehlers were 
acquitted. 

July 3rd.—Canon Buchholz was sentenced at Kénigsberg to three 
years’ imprisonment, and three Roman Catholic chaplains to shorter 
terms, for having acted as “ringleaders” in disturbances during a 
Corpus Christi procession. Six Catholic laymen were also given sentences 
of six to twelve months’ imprisonment. 


July 4th.—Preaching in Munich, Cardinal Faulhaber said the 
arrest of Father Mayer, a Jesuit, was a sign that the Kulturkampf had 
entered the phase of a decisive struggle. Only recently they had been 
told by a high State authority that the Churches now remained as the 
only disintegrating element in the unity of the German people ; there 
was apparently only one enemy now—the Church, and nothing more 
was said about Bolshevism as public enemy No. 1. “ This hour is 
deadly serious,” he concluded. ‘“ The Church is persecuted as the 
Church of Christ, and you will have to find the courage to sign documents 
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that you are Roman Catholic Christians, and not merely ‘ believers in 
God.’ ” 

Dr. Dibelius, preaching in Dr. Niemdller’s Church at Dahlem, 
said that the best consolation for their imprisoned pastor would be to 
know that they continued as firmly as before to manifest their par- 
ticipation in the Christian life and supported as actively the work of 
the Confessional Church. 

He read a resolution passed by the Prussian Council of Brethren 
declaring that Dr. Niemdller and other arrested pastors had only 
fulfilled their duty to their Faith, and that the reproaches brought 
against them in the official press were unwarranted. 

July 5th.—Reports were current in Berlin of the arrest the 
previous week of eleven Confessional pastors in East Prussia. 

In Wiirttemberg several pastors engaged in educational work 
were reported to have been arrested for refusing to take the officials’ 
oath without the reservation that they would observe it in so far as 
the duties it imposed were compatible with their consciences as 
Evangelical Christians. 

The Government enacted a law applying Nazi legislation to the 
Upper Silesian plebiscite area as from July 15th, when the League 
Minorities Agreement expired. The law ordered the retirement of Jews 
or half-Jews employed as Government officials in Upper Silesia, 
including doctors in public hospitals and teachers unless employed 
in Jewish schools. 

Exceptions were to be made in the case of half-Jews who saw 
active service in the War, or had other similar claims to special 
treatment. 

Orders were issued in Berlin continuing and extending the 
regulations of 1935 and 1936 for the collection and use of grain. (These 
included compulsory deliveries by the farmers at fixed prices and a 
prohibition of the use of bread-grain for feeding livestock. 

Every grain merchant was ordered to offer to the military authori- 
ties from 10 to 20 per cent. of his monthly purchases of rye, according 
to the time of year, and half those of fodder oats. 


EXTERNAL AFFAIRS. 

June 23rd.—Official statement ve Leipzig incident and _ policy 
towards the Spanish war. (See Spain, The Powers and Non- 
Intervention). 

June 24th—German press comments on the non-intervention 
scheme and on British policy. (See Spain, The Powers and Non- 
Intervention). 

June 25th.—Official comment on speeches of Mr. Chamberlain 
and Mr. Eden regarding Spain. (See Spain, The Powers and Non- 
Intervention). 

June 26th.—Czechoslovak press reports of German demands made 
to Czech Government regarding the case of Herr Weigel. (Se 
Czechoslovakia). . 

June 27th.—Herr Hitler’s speech at Wiirzburg ve the Lerpzig 
incident, etc. (See Spain, The Powers and Non-Intervention). 

June 28th.—The Ninth Congress of the International Chamber 
of Commerce was opened in Berlin by General Goring. (For summary 
of proceedings, see special Note on the Congress). 
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Further press comment on Mr, Chamberlain’s speech. (See 
Spain, The Powers and Non-Intervention). 

June 29th.—Herr Hitler received Mr. Mackenzie King. 

June 30th.—The Liepzig and four destroyers returned to Kiel from 
Spanish waters. 

Mr. Mackenzie King, in a statement to the press, said his visit 
had been an exceedingly enjoyable and profitable one, and, above all, 
most reassuring. 

July 2nd.—Statement submitting Italo-German plan for non- 
intervention in Spain, and statement by Official News Agency. (See 
Spain, The Powers and Non-Intervention). 

It was announced that an agreement had been concluded between 
the German Labour Front and the Italian Industrial Workers’ Con- 
federation to promote meetings between leaders and workers of the 
two countries so as to assist their peoples to know something of their 
respective institutions. 

July 6th._—The News Agency issued a message, received from the 
Zeitungsdienst Graf Reischach at Bilbao, stating that for some weeks 
gas had been used experimentally by the Valencia forces on all the 
important fronts, and that large quantities of poison gas, the materials 
for which had come from Black Sea ports, had been prepared in Spanish 
factories under the direction of Moscow. 

The D.A.Z. commented strongly on the speech of the U.S. 
Ambassador in London, and asked if he was to make inflammatory 
speeches about other European peoples. An American diplomat 
ought to know, it stated, that Germany was forced to bring her 
armaments up to the level of other countries after the others had failed 
to carry out their treaty obligations to disarm. 


Great Britain. 
INTERNAL AFFAIRS. 


June 25th.—The Chancellor of the Exchequer informed the House 
of Commons that the Exchange Equalization Fund was to be increased 
by £200 million. A memorandum on the financial resolution necessary 
to authorize an increase in the Treasury’s borrowing powers was 
published as a White Paper. Cmd. 5408. 

June 28th.—The Minister for the Co-ordination of Defence, speaking 
to business men in London, gave details of the progress of the plans 
to meet a possible “‘ national emergency.” Among them were the 
advance in the Naval building programme and the accumulation of 
large reserves of oil fuel, and the bringing up to full strength by the 
end of July of all except one of 123 Royal Air Force squadrons formed 
since rearmament began. 

Of the Naval programme, Sir Thomas said that the battleships 
would be the best protected yet built, while the cruisers and destroyers 
would be provided with the highest possible standard of efficiency in 
gun armaments. 

Speaking in the House of Commons the Chancellor of the Exchequer 
explained why the Exchange Equalization Fund was being increased. 

July 3rd.—The Prime Minister, speaking at Edgbaston, referred 
to the results of a series of by-elections won by the Government as a 
clear demonstration of the approval of the general policy of the country 
by the electors, and went on to review this policy. Their first duty 
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was to complete their rearmament as quickly as possible. Everyone 
knew it would never be used for aggression, and that even in peace time 
it was ever ready to perform those humanitarian functions which 
always seemed to fall upon Great Britain. Nearly 40,000 Spanish 
refugees had recently been escorted to places of safety under the 
protection of the British flag. 

Second was their duty to maintain and promote the activity of 
trade and industry and agriculture, and for this they had only to follow 
the policy which had been so successful in recent years. Since the 
Government took office unemployment had been halved, the greatest 
part of the special areas had been rescued from idleness, and both 
revenue and the purchasing power of the people had expanded 
remarkably. 

Trade agreements with the Dominions had given them an increase 
in overseas markets, and they were engaged in conversations with the 
U.S. Government which they hoped might eventually develop into a 
mutually advantageous commercial agreement. 

He was also determined that they should continue to press forward 
with their programme of social improvements, and he instanced three 
directions in which measures were under way—the scheme of physical 
training, the Factories Bill, and the insurance scheme for the black- 
coated worker. 

He summed up what they hoped to do as, to keep the peace,fto 
make the country so strong that no one would treat it except with 
respect, to maintain and increase the activity of trade and employment, 
and to carry on the improvement of the conditions of the people. 


EXTERNAL AFFAIRS. 

June 23rd.—Mr. Eden’s statement in Parliament re withdrawal 
of Germany from naval control scheme. (See Spain, The Powers 
and Non-Intervention). 

In reply to a request that the Government should send observers 
to Bilbao to see that the occupation of the city by General Franco’s 
forces was carried out with due regard to the principles of humanity, 
Mr. Eden said that his information was that the final occupation took 
place practically without bloodshed, and that the Basques who delivered 
up their arms were immediately set free, a small number of Anarchists 
being held to be tried by tribunals. 

June 24th.—Mr. Eden’s reply in Parliament to questions regarding 
alleged intervention in Spain of Germany and Italy. (See Spain, 
The Powers and Non-Intervention). 

June 25th.—Mr. Chamberlain’s speech in Parliament ve policy 
in respect of the Spanish civil war and the Leipzig incident, and Mr. 
Eden’s speech regarding the working of non-intervention. 

Lord Cranborne’s Parliamentary reply to questions re working 
of the control system. (See Spain, The Powers and Non-Intervention). 

Reply of Valencia Government re guarantee of security for control 
vessels. (See Spain, The Powers and Non-Intervention). 

June 26th.—Portuguese Note re attitude of that Government 
towards observers in Portugal. (See Spain, The Powers and Non- 
Intervention). 

June 29th.—Meeting of Non-Intervention Committee, and state- 
ments by Italian Ambassador and by Lord Plymouth. New Franco- 


24 



































Pais a tt NON i 





aD 








































ne 
ne 
ch 
sh 
he 


of 
Ww 
he 
st 
th 
ed 


to 
th 
it, 








? 
i 

& 
3 


Pig esis 


dena 










25 





British proposals for patrol of eastern coast of Spain. (See Spain, 
The Powers and Non-Intervention and the Non-Intervention Committee). 
June 29th.—In a written reply the Secretary of State for the 
Dominions stated in Parliament that during General Hertzog’s recent 
visit he had discussed with him the position as to the High Com- 
mission Territories in South Africa as it had developed during the two 
years since the agreement of 1935. 
’ The policy of the Government was still that set forth in the aide 
mémotre of May 15th, 1935. ‘(Cmd. 4948). 

June 30th.—The Chancellor of the Exchequer, in a statement in 
Parliament regarding the financial crisis in France, said that the re- 
adjustment of the franc in September had not been entirely successful 
in establishing a lasting equilibrium between the economic systems of 
France and those of the U.S.A. and Great Britain. 

The measures now contemplated by France were addressed to 
adjust that situation, and the French Government had assured him 
that it was not their object to seek any exchange advantage from this 
adjustment, and that they were anxious to continue close co-operation 
with Great Britain and the U.S.A. 

This was also the strong desire of the British Government. 

July 1st.—Replying to questions in Parliament, Sir John Simon 
said the French Government had assured him of their anxiety to 
continue close co-operation with the British and American Govern- 
ments in the working of the Tripartite Currency Agreement, and he 
then read the text of a message he had sent to M. Bonnet in which 
he said he looked forward to a continuation of close co-operation between 
the British and French Treasuries. 

July 3rd.—Mr. Eden, speaking at Alcester, Warwickshire, said 
that in their attempt to prevent the Spanish war from spreading beyond 
Spain’s frontiers the Government had the support of the overwhelming 
majority of the British people. Countries governed by dictators had 
supported one side or the other, while in the democratic countries 
opinion had been sharply divided. Generalizations were apt to lead 
to error. “If it is fantastic,” he went on, “to pretend that every 
supporter of the Spanish Government is dyed with the deepest red, it 
is equally fantastic to suggest that General Franco’s supporters are 
confined to generals, priests and Moors. The truth is that the civil 
upheaval would never have come about save as an outcome of a 
prolonged period of weak government.” 

Intervention had not been on one side alone, nor had it been 
limited to the period after hostilities began. Britain’s chief purpose 
was to confine the war within Spain; “ but,” he went on, “ we have 
another interest—and let no one doubt its significance to us—the 
maintenance of the territorial integrity of Spain. This point of view 
is shared by both parties there, however much they may disagree on 
all else. In pursuit of it they will always have our support. We for 
our part want nothing from Spain, whatever its form of Government, 
but friendly and normal relations. For this reason no arms, no officers, 
no aeroplanes, no munitions have left this country for Spain, nor has a 
single volunteer left this country since the ban was imposed. Our 
non-intervention has been most scrupulously observed, and both parties 
in Spain know it, and the whole world knows it.” 

Mr. Eden then referred to his statement of November 5th, that ‘‘ For 
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us the Mediterranean is not a short cut, but a main arterial road.” 
The Government view in this respect had not been modified, nor would 
it be. ‘“‘ In our view, Spain’s form of government is a matter for the 
Spanish people. It is not one which affects our vital interests. That is 
why we have been prepared, and are still prepared, to co-operate in 
any fair and just measures which are intended to prevent conflict about 
that form of government in Spain from becoming a European conflict. 
But disinterestedness in this matter must not be taken to mean dis- 
interestedness where British interests are concerned on the land or sea 
frontiers of Spain or the trade routes that pass her by.” 

Despite the difficulties and anxieties of the international situation, 
there were certain important factors which weighed in the favourable 
balance, and which should not be overlooked. First and foremost 
among those must be placed the Imperial Conference, and he had no 
doubt that the holding of the Conference and the declaration which 
issued from it had contributed much towards the cause of peace. 

The second important factor was to be found in their relations 

with France. These had never been better, and they rested to-day 
on what he would call an ideal basis, ideal because there was nothing 
menacing or exclusive in the friendship. ‘“‘ Other nations have grown 
to realize that the understanding that unites us cannot be easily broken, 
and that realization, we may truly hope, is the widening of the circle 
of friendship. Neither of us would wish to exclude anyone from that 
circle.” 
Another element of encouragement in the world situation was to 
be found in their relations with the United States of America, which 
were also excellent. The United States enjoyed a special geographical 
situation, but that did not exclude relations of real friendship based 
upon ideals, traditions, and principles of Government shared in 
common. 

Great Britain’s rearmament programme had been welcomed by 
almost every nation in the world, welcomed more especially by the 
smaller nations as a contribution to peace. A strong Britain, the 
Swedish Foreign Minister had said, constituted a bastion of peace in 
the world, and Mr. Eden concluded: ‘I am convinced that this is 
true, and you may be sure and the world may be sure that the growing 
strength of our armaments will never be abused.” 

July 5th—M. Van Zeeland arrived in London from the U.S.A. 
and discussed the international economic position with the Prime 
Minister and Mr. Eden. 

Mr. Eden’s statements in Parliament ve the position regarding 
the non-intervention agreement. (See Spain, The Powers and 
Non- Intervention). 

The American Ambassador, speaking in London at a dinner of 
the American Society, said that if they looked out on the world they 
saw that the nations which were prosperous and happy were the 
democracies, and the ones that were insolvent those under dictator- 
ships. Strong arguments could be made to show that dictatorship 
was a better method of preparing for war, but democracy, with its 
traditions, was better to finish war. 

War was what civilization was up against, he went on. Britain 
and the United States were now spending more money on armament, 
and America would rather spend every penny of it on schools and 
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oy : hospitals. ‘“‘ The British,” he said, *‘ adopted a great policy of re- 
ld armament, not because they wished to, but because they were driven 
he to it. In my judgment the policies of rearmament of Great Britain 
is 5 and the United States are to-day having the greatest weight towards 
in peace, a greater weight than anything else could have. If we must 
ut deal with people who cannot and will not listen to reason . . . who 
ct. regard war as a cult and blood and honour as something to teach little 
is- children, and who only listen to force, then we must fall back on 
€a that.” 

There must, however, be some people, he concluded, who were 
mn, bound to realize that they must lose to the British Commonwealth 
dle and the United States in any armaments race. ‘“‘ We must win that 
rst race. It is inevitable. It falls upon us to-day to maintain our 
no principles against all comers. . . .” 
ch § July 6th.—Mr. Eden’s statement in Parliament re situation as to 

intervention in Spain. (See Spain, The Powers and Non-Intervention). 
ns q Mr. Hertzog’s statement ve the delay in the transfer to the Union 
ay of the native territories. (See South Africa). 
ng 
‘2 5) = Hungary. 
1 June 28th.—The German Minister for War arrived in Budapest 
<n on an official visit. ., 
- July 1st.—A Government Bill to extend the powers of the Regent 
‘ and regulate the election of future Regents was passed unanimously 
h by both Houses of Parliament. 
H | Iran. 
e 
in June 29th.—Initialling of agreement ve frontier dispute with 
Iraq. (See Iraq). 
DV The Turkish Foreign Minister arrived in Teheran. 
he July 4th.—The frontier agreement with Iraq was signed in Teheran. 
he » It provided for delimitation of the frontier along the Shatt-el-Arab. 
in 
is : Iraq. 
ig - June 24th.—The resignation was announced of the Ministers of 
Finance, Justice, Economics, and Education, who issued a manifesto 
A. ) to the public explaining their action as due to their having been kept 
ne of in ignorance of the launching of a military campaign, of which they 
disapproved, against tribesmen who had been causing trouble in the 
1g ~§ 9 Samaua area. 
id Seyyid Ali Mahmud was appointed Minister of Finance; Ali 
Mahmud Sheikh Ali,.Minister of Justice; Seyyid Abbas Mahdi, 
of | Economics; and Seyyid Jafar Hamandi, Education. 
ey | June 28th.—The Minister of Finance announced in the Chamber 
ne | @ that the Government had decided to raise a loan of £3 million, at a 
r- rate of interest not exceeding 44 per cent. 
ip __ The Premier explained that there was no ground for any fear that 
ts a‘ foreign loan would expose the country to risk of foreign intervention. 
The Government had in view several schemes of capital works of great 
in economic importance, and the revenues from oil royalties after April, 
t, § 1938, would provide them with ample funds for the redemption of the 









loan and for the payment of interest. 
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dispute with Iran. 
June 30th.—The four Ministers who had resigned were reported 


to be under arrest. 
July 4th.—Signature of frontier agreement with Iran. (See Iran). 





Irish Free State. 
July 1st.—The Elections were held for the Dail. 


July 6th.—The final results of the Election were published, as 
follows: Mr. de Valera’s Party, 69 seats; Mr. Cosgrave’s, 48; 


Labour, 13; and Independent, 8. 
In a plebiscite held on the new Constitution the figures to date 


were : For the Constitution, 686,042, and against, 528,296. 








Italy. 
INTERNAL AFFAIRS. 

June 23rd.—The Cabinet approved a Bill reorganizing the Institute 
for Industrial Reconstruction and giving it permanent functions, and 
providing for a sum of 1,000 million lire to be placed at its disposal. 

Another Bill authorized the Institute to form a company with a 
capital of 900 millions to which it would transfer its share holdings 
in four ironworking companies. The new company was to place the 
iron industry in a position to realize the principles of autarky. 

A third Bill was to assist the manufacture of synthetic rubber, and 
several other Bills dealt with details of the organization of the Forces, 
recruitment of officers, etc. 

June 24th.—A Royal Decree was published authorizing the creation 
of a higher naval command in Libya. 

A second Decree prescribed imprisonment of from one to five 
years for anyone “ maintaining conjugal relations” with a native of 
Italian East Africa. 

July 3rd.—A Royal Decree was issued providing for the expenditure 
of 200 million lire on the initial work of creating an army corps in Libya, 
of 64 millions for the completion of the anti-aircraft defences of the 
Kingdom, and of 37 millions for technical material connected with 
land defence. 

EXTERNAL AFFAIRS. 

June 28th.—The first meeting was held in Rome of the standing 
Italo-Yugoslav economic committee, established under the Trade 
Treaty of March 25th, 1937. 

July 1st.—Signor Gayda stated in his paper that Great Britain 
had been sending volunteers and munitions to Spain regularly, and 
that ‘ British ships, which went to Bilbao to evacuate civilians, 
disembarked four brand new batteries. One vessel reached Gibraltar 
on June 1st with raw materials and 1,000 tons of explosives. This 
and other consignments have caused the Spanish war to assume such 
vast proportions and force the volunteer movement in Italy.” 

July 4th—Press commentary on British and French policy 
regarding non-intervention in Spain. (See Spain, The Powers and 
Non-Intervention). 

July 5th.—The Giornale @Italia’s comments on British policy. 
(See Spain, The Powers and Non-Intervention). 
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June 29th.—An agreement was initialled in Baghdad on the frontier 
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Conclusion of agreement with German Labour Front. (See 
Germany, External Affatrs). 


Japan. 
June 26th.—On leaving for China Mr. Kawagoe, the Ambassador 


to Nanking, informed the press that he would continue the practice of 
negotiating for economic co-operation with the local Administration 
in North China, but said it would be impossible to cancel the Tangku 
Truce or the military agreement relating to the withdrawal of the 
Nanking forces from Hopei. 

June 27th—Kwantung Army’s report re Soviet aggression in the 
Amur River. (See Manchukuo). 

June 29th.—Protest by Ambassador in Moscow to the Soviet 
Government ve the Amur River incident. (See U.S.S.R.) 

June 30th.—Hsinking report of attack by Soviet gunboats on the 
Amur. (See Manchukuo). 

The Foreign Office instructed the Ambassador in Moscow to make 
a strong protest against “the aggressive action of the Soviet 
Government.” 

July 1st.—It was reported in Tokyo that the Government had 
decided to adhere to the policy of demanding the withdrawal of the 
Soviet forces from the islets, leaving the question of their nationality 
to future negotiations. 

It was understood that the Ambassador in Moscow, at his meeting 
with M. Litvinoff on June 29th, had based Japan’s demands on three 
points: a Russian treaty with China of 1860 stipulated that the Amur 
was the frontier and the disputed islets were south of the centre of the 
main channel ; the waterways agreement of August 26th, 1934, provided 
that the two countries should be responsible for lighting their respective 
banks, since when Manchukuo had maintained beacons on the north 
shore of both islets ; and Manchurian farmers and fishermen had used 
the islets from time immemorial. 

July 2nd.—Arrangement with Soviet Government for withdrawal 
of forces in the Amur River. (See U.S.S.R.) 


Manchukuo. 

June 27th.—The headquarters of the Kwantung Army at Hsinking 
issued an account of fighting which took place on the Soviet frontier 
on June 21st. In the Amur River, some 70 miles south-east of Blago- 
veshchensk, Soviet forces had occupied two small islands belonging to 
Manchukuo, driving out the occupants and closing certain channels to 
Navigation. 

Protests had been lodged with the Soviet Consul in Harbin. 
R J une 29th.—Reported settlement of the incident between the 
Soviet and the Japanese Governments. (See U.S.S.R.) 

June 30th.—The Kwangtung Army headquarters issued a com- 
muniqué stating that three Soviet gunboats had invaded the Manchurian 
waters of the Amur River and fired on the Japanese-Manchukuo forces. 
The latter had replied and sunk one of the vessels. A protest had been 
lodged with the Soviet authorities. 

July 1st.—Four or five more Soviet gunboats were reported to 
have arrived near the disputed islets. 


Japanese case as basis for demands on Moscow. (See Japan). 
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Mexico. 
June 24th.—It was announced that the Government had decided 


to expropriate the National Railways. (About 37 per cent. of the 
bonds of the Railways were held by British, and about 30 per cent. 
by United States investors, while the balance were principally in French, 
Belgian and German hands. The Mexican Government held nearly 
all the common shares and large blocks of Preferred shares). 





The Netherlands. 
June 23rd.—Dr. Colijn formed a Cabinet, in which he took the 


portfolio of Foreign Affairs himself, for the time being. The Ministers 
were: Finance, M. de Wilde ; Home Affairs, M. van Boeijen ; Justice, 
M. Goseling ; Defence, M. van Dijk ; Economic Affairs, M. Steenberghe ; 
and Colonies, M. Welter. 


Norway. 
June 24th.—The Foreign Minister was reported to have stated 


that Norway would remain,in the League only on the understanding 
that she would not take part in military sanctions. 


Palestine. 

July 5th.—It was learnt that the National Defence Party, led by 
Raghib bey Nashishibi and including the Arab mayors of Jaffa and 
Nablus, had decided to withdraw from the Higher Arab Committee, 
as a protest against what they considered the arbitrary conduct of 
affairs by the Mufti of Jerusalem, and against the failure of the 
Committee to express reprobation of recent terrorist outrages. 


Poland. 


June 26th.—The King of Rumania arrived in Warsaw on an official 
visit, which a Government statement said was “‘ the culminating point 
in the expression of Polish sentiments towards Rumania and her 
Monarch.” 

Speaking at a State banquet to the King, President Moscicki 
proposed that the Legations of the two countries should be raised to 
Embassies. 

June 30th.—It was reported in Warsaw that the Rumanian Govern- 
ment had placed orders for a considerable number of army aeroplanes 
in Poland. 

Anti- Jewish rioting was reported to have occurred some days 
previously at Czenstochova, Kolobuck, Krzepice, and other towns, and 
much Jewish property destroyed. 

July 1st.—King Carol left for Bucarest, and a statement was 
issued to the effect that his visit had “ confirmed the unshakeable 
friendship which unites the two Allies. The conversations which it 
afforded disclosed that a complete understanding of mutual interests 
exists, and that the maintenance of peace constitutes the principal 
aim of the alliance.” 

The Chief of the Polish General Staff left for Bucarest, and 
the press stated that his visit was for “ the practical realization of 
Polish-Rumanian military collaboration.” 
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July 2nd.—The bureau of the General Council of the International 
Federation of Trade Unions, meeting in Warsaw, adopted a proposal 
to organize a week of agitation and propaganda throughout the world 
on behalf of republican Spain. 

The General Council passed a resolution stating that it was “ the 
imperative duty of the countries forming part of the League of Nations 
to take action without delay and by all the means provided for in the 
Covenant to restore to republican and democratic Spain complete 
political and territorial independence, and by performing this action 
with promptitude and energy to save the peace of the world.” 

Sir Walter Citrine pointed out that there was a very great differ- 
ence between uniting all the “ anti-Fascist forces” and all the 
democratic forces. The Communists were anti-Fascist, but that did 
not mean that they believed in democracy. 


Portugal. a re 
June 26th.—Government’s Note to British Government re situation 


resulting from withdrawal of Germany and Italy from Spanish naval 
control. (See Spain: The Powers and Non-Intervention). 

July 1st.—It was announced that the British observers had with- 
drawn from their advanced posts to the various bases in the frontier 
zone. 

July 3rd.—Broadcast by the director of the Portuguese Radio 
Club, criticizing the Italo-German plan for non-intervention in Spain. 
(See Spain, The Powers and Non-Intervention). 

July 4th—A bomb exploded near the Prime Minister’s motor- 
car in Lisbon, but he was unhurt. 


Rumania. 

June 26th.—King Carol in Warsaw. (See Poland). 

June 30th.—Report re contract for army aircraft placed in Poland. 
(See Poland). 

July 1st.—Issue of statement ve King Carol’s visit. (See Poland). 


South Africa. 


July 1st.—The Order became effective in South-west Africa pro- 
hibiting Germans, who had not become British subjects, from 
participating in politics. 

Germans who had become naturalized formed a new party, the 
Deutsche Sudwestbund, consisting of ex-Germans pledged to maintain 
and promote the German language and culture, while remaining loyal 
citizens of the territory. 

July 6th.—The Prime Minister made a statement at Bloemfontein 
for the British press, in which he said that the question of the transfer 
of the native territories (Bechuanaland, Basutoland and Swaziland) 
to the Union was being played with in British circles in a way that 
did not keep adequate count of the right the Union demanded that 
the transfer should be delayed no longer. Fa | 

They had presented this request first in 1925, and an answer ha 
been deferred by the British Government on various pretexts on 
different occasions. In 1935 the British Minister concerned had given 
him a written assurance, published in June that year, in which the 
prospect was set out that the transfer might possibly occur after a few 
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years. But nothing had been done, and he had now been told that it 
would be a long time before the transfer would be possible. It was 
obvious that the matter could not be left at that. 


Spain. 
INTERNAL AFFAIRS. 

June 23rd.—A Salamanca communiqué announced that in Vizcaya 
the army had occupied seven towns and villages west of Bilbao, and 
that over 4,000 Red troops had come over to their lines. 

June 24th.—The occupation was reported of Baracaldo and Sestao, 
important iron and steel centres, by General Franco’s troops. 

General Franco signed a decree abolishing in the Province of 
Guipuzcoa and Vizcaya the fueros, or system of special fiscal privileges, 
by which local authorities (the Diputaciones) enjoyed virtual control 
of the incidence of taxation, paying merely a lump sum to the central 
Government. 

The decree stated that these two Provinces, forgetting the past 
generosity of the central power, had risen in arms against the National 
movement. The economic privileges could not therefore be maintained 
without prejudice to other provinces which had all along “* co-operated 
with boundless enthusiasm and sacrifice in the triumph of the Army.” 

The new decree would not apply to the Province of Alava, which 
committed no act of rebellion, but, on the contrary, gave unforgettable 
support to the National cause. 

June 26th.—The Spanish steamer Cabo Palos was torpedoed and 
sunk between Valencia and Alicante when carrying foodstuffs to 
Valencia. The submarine was not identified. 

June 27th.—Sagunto, 10 miles north of Valencia, was shelled by 
two insurgent warships. 

At Torres, near Valencia, over 100 persons were arrested, charged 
with being unsympathetic towards the Government. 

June 28th.—General Franco’s forces reported the occupation of 
Valmaseda, in their advance towards Santander, and the capture of 
three battalions of Basques. 

A new Catalan Cabinet was formed under President Companys, 
with three Ministers from the Left Republican Party (Esquerra), three 
from the United Socialist Party, three from the C.N.T. (as before), 
and one each from the Independent Catalan Action Party and the 
Peasants’ Union. 

Among members of the P.O.U.M. arrested in Catalonia there 
were reported to be six German émigrés. 

June 29th.—The C.N.T. refused to accept the Catalan Government 
formed the previous day, and President Companys accordingly 
announced another Cabinet, from which the C.N.T. was eliminated. 
There were three Esquerra, three United Socialists, oae Peasant Party, 
and one Catalan Action Minister, the places of the three C.N.T. members 
dropped being filled by consolidation of portfolios. 

The Cabinet’s programme included a pledge of co-operation with 
Valencia, and “* consolidation of conquests won in the social order.” 

Salamanca headquarters reported that Vizcaya Province was 
virtually cleared of the enemy. Their troops occupied La Nevera 
and La Garbea, saving the lead and tin mines from destruction. 

July 1st.—General Franco’s forces reported the capture of a village 
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north-west of Bilbao which gave them control of the mining district 
of Somorrostro, on the coast. 

Seville was bombed by six Government aeroplanes. 

July 3rd.—Burgos headquarters announced that the enemy had 
made several air raids on towns behind their lines, including one at 
Burgos, where many women and children were killed. They added 
that “‘ these barbarous outrages against civilians living far behind 
the lines will meet with due reprisals.” 

July 4th.—General Franco’s forces were reported to be carrying 
out an encircling movement against the Basques, aimed at pinching 
out the wedge of enemy forces between the provinces of Burgos and 
Vizcaya, south of Valmeseda. 

July 5th.—Valencia was raided by insurgent bombers, but little 
damage was reported. 

EXTERNAL AFFAIRS. 

June 23rd.—Speaking ‘at a press conference in Valencia, Sefior 
Giral, the Foreign Minister, said Spain sought no quarrel with any 
nation, but would reply with force to any act of aggression. He in- 
dicated that if the German squadron in the Mediterranean was merely 
‘“‘ making a parade ” nothing would happen, in as much as the Govern- 
ment were used to the unauthorized presence of German as well as 
Italian warships within Spanish waters. 

June 24th.—The British steamer Marion Moller evacuated about 
2,000 people from Santander to St. Jean de Luz. 

Reports from Gibraltar stated that two German cruisers and five 
destroyers passed through the Straits proceeding eastward. 

June 25th.—Action by Civil Court at La Rochelle re cargoes of 
gold shipped by Basque Government. (See France, External Affairs). 

June 28th—A French passenger "plane on the Toulouse-Oran 
service was fired at by a Government aeroplane off Alicante. 

June 29th.—The Valencia Government transmitted a Note to the 
British Chargé d’Affairés stating that fishermen at Almeria had re- 
ported that ro miles south of Poniente lighthouse three mines had 
been entangled in their nets. It was believed their moorings had 
been cut, so that the mines had been sent adrift and should be looked 
out for by shipping. 

A semi-official statement issued at Salamanca said that Great 
Britain could continue to count on being able to import iron ore from 
the Basque mines. 

June 30th—The Valencia Defence Ministry announced that the 
previous evening a naval demonstration by seven warships had been 
made off the Mahon naval base, in Minorca. The vessels were not 
identified. 

July 1st.—Two British steamers left Santander for France with 
some 6,000 refugees. 

_ july 3rd.—The Basque Government and the Burgos administra- 
tion received Notes from the British Embassy stating that the British 
Government had agreed to help in the work of evacuating refugees 
from Santander by providing escorts for refugee ships. Only women, 
children, and men too old to bear arms would be allowed to leave 
in these ships. 

General Franco was understood to have given a verbal assurance 
to the Orconera Iron Ore Company that it would be allowed to continue 
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to mine and ship ore to England. (The Company, an English one, 
had been working without interruption). 

July 5th—The British steamer Sarastone left Santander with 
2,000 refugees. 


July 6th.—General Franco addressed a Note to the Powers in which 
he said that the sacrifices made by Nationalist Spain in defence of 
Western civilization permitted her to demand respect from all as well 
as to speak clearly to the world and especially to those nations which, 
like England and France, had, by action or inaction, intervened in 
favour of those aspiring to the Bolshevization of Spain. 

He had explained the reasons for demanding his recognition as a 
belligerent, and had confidently awaited the triumph of justice; but 
** we see,” he said, “‘ the justice of our cause distorted and disfigured, 
and silence preserved regarding the criminal genius presiding over the 
Government and entire life of Red Spain.” 

None of the countries assisting him sought territorial advantages 
in Spain, or the alteration of the status quo in the Mediterranean ; nor 
would such be compatible with the fundamental essence of his move- 
ment. But if other nations did not give satisfaction to the demands 
of nationalist Spain, and replied to her proofs of cordiality and friend- 
ship with injustice and ill-will, “‘ such nations should not be surprised 
if our international and economic policy closed our doors to those 
who showed their enmity to us in our hour of need.” 

Salamanca headquarters issued orders that no foreign business 
men (including those formerly resident at Bilbao) should be given 
safe conducts to enter Bilbao. 

German report ve probability of use of poison gas by Spanish 
Government troops. (See Germany, External Affairs). 

General de Llano broadcast a statement on the question of 
‘“* volunteers,” in which he said that the period of engagement of 
2,458 of these men had just expired. Irish and Italians, numbering 
401, had returned home, but all the rest had chosen to “ sign on ” for 
further periods. They were all paid by Burgos headquarters, and 
their withdrawal depended on General Franco alone, 

The great majority of volunteers were Moors, 20,000 of whom 
had come over in June alone. In addition to the regular troops of 
the Army, there were also 300,000 voluntarily enlisted Carlists and 
Phalangists. , 

He added that he did not think General Franco would oppose 2 | 
general withdrawal of volunteers. - 

The Government issued a statement declaring their readiness to 
have all foreign combatants withdrawn, against a similar withdrawal 
of all foreigners from the insurgents’ side. 








THE POWERS AND NON-INTERVENTION. 


June 23rd—A German official statement was transmitted to the 
Governments of France, Great Britain and Italy, reading: “ After 
the attacks on the cruiser Leipzig on June 15th and 18th became 
known, the Reich Government forthwith informed the other Powers 
taking part in the sea control that it had no intention of exposing its 
warships to further target practice off Red Spain. In respect of the | — 
guarantee demanded for the safety of its ships, it restricted itself to 
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4 minimum, namely, to a naval demonstration, which was to be 
immediately carried out by the four control Powers, to give a clearly 
visible joint warning. 

‘Since the British and French Governments were unable to 
agree even to this minimum demand, the German Government was 
forced, to its regret, to conclude that there was a lack of that solidarity 
among the control Powers which forms the indispensable pre-condition 
for the execution of the international task which they had jointly 
assumed. The Reich Government has, therefore, resolved to withdraw 
finally from the sea supervision system.” 

The statement was accompanied by an account of recent develop- 
ments aimed at justifying the Government’s action. This declared 
that Germany’s only interest in Spain had been to prevent the country 
from coming under the control of the Comintern, and she had no desire 
to annex any part of the country. 

Germany had never taken part in any of the historical spoliations 
of Spain. It was not Germany that wanted to make Spain a province 
of the Reich, or a regional division of the Nazi movement, but Moscow 
that wanted to make it a section of the Comintern. To hinder that 
was naturally in Germany’s interest, as in that of Europe and of the 
whole world. 

‘“Germans have only one interest,” it was stated, “‘ and that is 
to see a truly independent and free Spain rise again, and that it should 
succeed in healing the wounds inflicted by the Bolshevist civil war.” 
Germany was convinced that there could only be in Europe either a 
system of independent free national States or a Communistic, political, 
and therefore economic, chaos. 

There followed a summary of events since the outbreak of the 
civil war, including a claim that Germany and Italy had at the start 
come out against every attempt at intervention of any kind. The 
‘“ democratic and Bolshevist States,”’ however, began to enrol volunteers, 
deliver war material, and in other ways give assistance. When, in 
spite of everything, “ National ’’ Spain began to make headway against 
the Bolshevist criminals interest grew in “certain circles in the 
democratic countries ” in taking up the German and Italian ideas for 
genuine non-intervention, in the hope that this would check the 
Nationalists and help the “ Bolshevist incendiarism.” In spite of this 
Germany undertook to take her part in so far as a really just and 
universal non-intervention was guaranteed. 

The statement concluded with an account of the naval control 
events from the bombing at Palma up to the Letpzig incident, and 
ending with criticism of the events in London on June 22nd, and 
stating that “‘ The Government have therefore decided not to take 
further part in the international control, and from now on finally to 
undertake themselves the protection of their interests, and therewith 
of their ships, against Bolshevist incendiaries in Valencia by the only 
means suitable for restraining these criminals from similar attacks. 

‘“ The German Government are profoundly satisfied to know that 
these views coincide fully with those of the Italian Government, and 
that in this case that practical collaboration which is necessary for 
the preservation of orderly conditions in Europe, and therewith for 
the service of peace, continues in every way between the two nations.” 

Several papers published attacks on British policy and on 
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Mr. Eden, and the suggestion that an investigation of the Leipzig 
report should be made was described as an insult to the German 
Navy. 
Gt. Britain.—Mr. Eden announced in Parliament that the Ambas- 
sador in Berlin had seen the German Foreign Minister that morning 
and had been informed that the Reich Government regretted it had 
not been possible to reach agreement, They had therefore felt obliged 
to withdraw their ships altogether from the control system. 

Baron von Neurath said that that action had been taken with the 
specific intention of avoiding the possibility of aggravating the situation, 
and had added that the Reich Government would confine themselves 
to that action. 

The British Government, said Mr. Eden, gladly recognized and 
welcomed the motives which inspired that assurance, and he added 
that he understood further that the German Government did not 
contemplate ceasing to participate in the Non-Intervention Committee. 

He advised the House to appreciate the importance of the point 
that Germany would confine herself to withdrawal from the supervision 
system. The question of inviting other Governments to participate 
in the scheme would, he said, have to be considered. 

Italy.—It was announced officially in Rome that the Govern- 
ment had withdrawn from the control system in Spanish waters “‘ owing 
to lack of the solidarity necessary for common action relative to the 
known incidents ”’ there. 

In reply to questions in Rome as to whether this meant the with- 
drawal of the patrol ships themselves, it was stated semi-officially that 
** this step would not be logical. Italy does not feel obliged to withdraw 
her ships.” As to why she should keep them in Spanish waters it was 
remarked that a “ state of insecurity exists in the Mediterranean which 
must be taken into consideration, and in that part of the Mediterranean 
Italy has interests.” 

In reply to a question whether Italy was prepared to continue the 
policy of non-intervention it was declared that “‘ to the extent that 
others will do so, we will.” As to possible joint action with Germany, 
it was stated that “‘ a solidarity exists between the two countries which 
is determined by the Rome-Berlin axis.” In any case, Germany and 
Italy reserved to themselves the right to judge the situation. 

A fifth list of Spanish casualties was issued from Rome, containing 
the names of 43 Legionaries killed, of whom 27 were air pilots. Their 
aircraft were stated to have “* shot down 218 enemy machines of French, 
English, Russian and American types.” 

June 24th.—The German press continued its attacks on Great 
Britain and France, who were charged with the whole of the respon- 
sibility for the collapse of the supervision scheme. 

The National Zeitung argued that the system was a complete 
fiasco in any case, and that arms, etc., were entering Red Spain under 
the noses of the control officials. 

The paper stated that the warships in the Western Mediterranean 
included the Admiral Scheer, the cruisers Niirnberg, Karlsruhe, Koln, 
and Leipzig, and nine destroyers, four submarines and armed fishing 
craft, while the Graf Spee had left for Spanish waters the previous day. 

The Vélkischer Beobachter, in an attack on Great Britain, said 
that the suspicions, lies, and maliciousness published about Germany 
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in that country had “ long passed the limits of what is tolerable.” It 
was impossible to “‘ go into every individual piece of shamelessness. 
We have passed them over with the disdain they deserved. But too 
much is too much ! ” - 

Gt. Britain.—Replying to questions in Parliament, Mr. Eden said 
he had been in touch with the International Non-Intervention Board 
and had been told that they had no information whatever to confirm 
the press report that Italian troops had recently landed at Malaga or 
other Spanish ports. Nor had any confirmation been received from 
reports sent by British ships on patrol off Malaga. 

He also warned the House against accepting the reports of the 
movement of German warships eastward into the Mediterranean. 
The official information received by the Admiralty did not confirm 
them. 
Italy. —Semi-official statements were made in Rome to the 
effect that the Italian “ tendency ” was one of collaboration, proof of 
which could be seen in the continued presence of Italy in the London 
Committee. Her recent decision, it was declared, would serve to 
clarify the situation, and place each party face to face with its own 
responsibility. 

Italy and Germany, it was added, had no proposal to make regarding 
control ; any such proposal must come from the others. Perhaps some 
new means of resolving the existing situation would be found, but 
‘ only if there is a change of spirit.” 

Italy saw no reason for the withdrawal of her ships, because she 
had very important interests in the Mediterranean. But she could not 
agree to other Powers taking over the Italian and German zones. If 
France and Great Britain did so their action would be regarded as 
merely a private Anglo-French policy towards Spain. 

The Regime Fascista published an article by a former Secretary 
of the Fascist Party who demanded that Italy should break off relations 
with England and France “so long as the pro-Bolshevist policy of 
Mr. Eden prevails in Britain and the Jew Blum is master in France.” 
He described non-intervention as a concerted Anglo-French manceuvre 
aimed at giving indirect help to the Reds and preventing Franco from 
getting help from Italy and Germany. 

June 25th.—The German News Agency issued a statement pointing 
out that Mr. Chamberlain’s and Mr. Eden’s speeches both reflected a 
certain lack of appreciation in England of the full causes of Germany’s 
indignation regarding the handling of the Leipzig attack; Mr. 
Chamberlain, for instance, said that he regretted both the Deutschland 
bombing and the shelling of Almeria. 

Gt. Britain.—Speaking in Parliament Mr. Chamberlain said that, 
although it ought not to be necessary to state what was the policy of 
the Government regarding the Spanish civil war, he would state it 
again, because there seemed every now and then to be a tendency to 
forget what it was that the Government really were aiming at. 

To many people looking on from outside the Spanish situation 
presented itself as a struggle between two rival systems, each of which 
commanded an enthusiastic body of support among its adherents in 
their respective countries, with the result that supporters of the two 
Systems regarded the issue of the struggle as a defeat or victory for 
their own side. The fact that this view was held constituted a perpetual 
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danger to peace because, if some country representing one of these 
ideas attempted to intervene beyond a certain point then some other 
country taking the opposite view might find it impossible to refrain 
from joining in. 

In these circumstances their policy had been directed to one end 
only ; to maintain the peace of Europe by confining the war to Spain. 
That was the reason for the Non-Intervention Agreement. Though 
they had had to express their dissatisfaction with the failure of the 
scheme, they maintained—though it was true intervention had gone 
on and was continuing—that it was also true that so far they had 
succeeded in achieving the object which had been at the back of their 
policy the whole time. He himself did not take the view that it was 
fantastic to continue that policy successfully even to the end. 

*“* The situation is serious,” the Prime Minister went on, “ but 
it is not hopeless and, in particular, although it may be true that various 
countries or various Governments desire to see one side or the other 
successful, there is not a country or a Government that wants to see a 
European war. Since that is so, let us try to keep cool heads, and 
neither say nor do anything to precipitate a disaster which everybody 
really wishes to avoid.” 

He then referred to the Leipzig incident and said: “* The German 
officers in that ship were convinced, on what they thought was in- 
disputable evidence, that they had been the subject of attack by 
torpedoes. I do not exclude the possibility of a mistake . . . but 
whether the German officers are right or wrong, that is what they 
believe, and in those circumstances it seems to me that their claim that 
they could not allow their ships to be exposed any longer to the risk 
of such incidents as that was a reasonable claim, and ought not to be 
the subject of hostile criticism.” 

When he thought, he continued, of what the experiences of the 
German Navy had been, including the loss of life in the Deutschland, 
““T must say that I think the German Government in merely with- 
drawing their ships and then stating that this question is closed, have 
shown a degree of restraint which we all ought to recognize.” 

Mr. Chamberlain concluded with an appeal to everyone in a 
responsible position to weigh their words very carefully before they 
uttered them on this matter. He had read that in the high mountains 
there were sometimes conditions to be found when an incautious move, 
or even a sudden loud exclamation, might start an avalanche. That 
was just the condition in which they were to-day, but, though the snow 
might be perilously poised, it had not yet begun to move and, “ if we 
can all exercise caution, patience, and self restraint, we may yet be able 
to save the peace of Europe.” 

Mr. Eden emphasized that the responsibility of not provoking a 
conflict was overwhelming ; also that if non-intervention ended both 
sides would get arms, etc., from outside, resulting in competition 
between nations in supplying them, and the change would benefit the 
insurgents much more than the Spanish Government. That Govern- 
ment could only get arms from France and Great Britain, neither of 
whom had any to spare, while America had prohibited their export. 

Moreover, the ending of non-intervention, if that meant the 
granting of belligerent rights, would mean the grant of the right to stop 


38 











39 


ships going to both sides. If it did not, ships would have to be escorted 
right into territorial waters, with inevitable danger to peace. 

In reply to a suggestion that the question should be handed over 
to the League, Mr. Eden reminded the House that the Council had 
already endorsed the existing policy on two occasions. No one had 
ever explained what solution the League could find, or why the Council 
should be able to find it. 

Lord Cranborne, in a written reply to questions about the effective- 
ness of the control scheme, said that the Non-Intervention Board had 
not received any reports of the arrival in Spain of prohibited cargoes 
in ships which had submitted to the observation scheme, or over the 
land frontiers. 

A number of ships had been reported as having failed to comply 
with the procedure laid down under the scheme, but in all these cases 
satisfactory explanations had subsequently been received. The general 
impression of the Board was that “ the scheme, so far as it goes, is 
working effectively and well, and that such arms and munitions as are 
continuing to reach Spain from abroad are coming through the gaps 
in the scheme of which the House has already heard.” 

The Government received the reply of the Valencia Government 
to the Four-Power request for assurances for the security of the control 
vessels. This expressed their willingness to indicate safety zones in 
ports under insurgent control, but asked for guarantees that the 
patrolling warships would not attack ports, ships, or aircraft in their 
own possession. 

June 26th.—Mr. Eden received the Portuguese Ambassador, who 
presented a Note defining the attitude of his Government towards 
the British observers in Portugal in the new situation brought about 
by the German and Italian withdrawal from the Spanish naval control. 

Italy. —The Popolo d’Italia, in an article attributed to Signor 
Mussolini, entitled “‘ The shout and the avalanche,” quoted Mr. Cham- 
berlain’s simile about an incautious move, and declared that if the 
shouts and the lies of the anti-Fascist world were enough, Europe would 
be ravaged not by avalanches, but by floods and ruin. Not isolated 
shouts, but vociferating choruses were rising in all parts of Europe, 
directed by the masters of the Kremlin, who sought to drown the 
confusion which reigned in the Bolshevist paradise. 

A Conservative Member of Parliament had had the courage to 
ask the Government if the time had not come to penalize newspapers 
which spread false news. There had been no reply, but many Members 
significantly applauded. 

‘* There has been talk,” the writer continued, “* of an Italo-German 
blockade of Spanish ports—it is false. It has been said that 15,000 
Italian soldiers have landed at Malaga or Cadiz—it is false. The British 
observers in the ports of the Spanish Nationalists know that it is false. 
. . . The anti-Fascist world lives in fiction and political and diplomatic 
lies, as, for example, by recognizing the Government of Valencia, which 
no longer represents anything but a band of local profiteers and veritable 
criminals under the orders of Moscow.” 

The crisis would be definitely solved, the article stated, when the 
last resistance of the Basques had been crushed and General Franco 
could move all the weight of his forces to the central front, and it 
concluded: “In this great fight, which has brought face to face two 
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types of civilization and two conceptions of the world, Fascist Italy 
has not been neutral, but has fought, and victory will also be hers.” 

June 27th.—Herr Hitler, speaking to 200,000 Nazis at Wiirzburg, 
described the Four-Year Plan as intended to “ protect Germany from 
being blackmailed by any third Power,” and added: “ No Power 
in the world, or even the speeches of foreign statesmen, can move us 
one centimetre away from this plan.” 

Germany had only one wish, to live in peace with the surrounding 
world, with her own rights safeguarded, but he had justified doubts 
about the effectiveness of certain international promises. “I have 
tried,” he explained, “to have the effectiveness of such agreements 
tested in one concrete case. You know that only recently Communist 
Bolshevik criminals bombed a German ship in a malicious attack 
which cost us 31 dead, and I then determined to give to the gentlemen 
of Valencia a warning of such a nature as I was convinced was the 
only possible way to call such criminals to order. . . . Then people 
said it was a quite unjustified action—in these modern times such 
actions should be put in the hands of those institutions which defend 
the interests of the nations by collective means. I granted this demand, 
and we returned to the control committee in the hope and desire that 
such plans would be realized in practice.” 

When the four torpedo attacks were made on the Letpzig they 
had waited to see how the international system for safeguarding peace 
would work, and he went on: ‘“* We in vain demanded a joint demon- 
stration. . . . The experience we had in London taught us a lesson 
which we shall not forget. We shall look after our own safety, and 


thank God we are strong enough to do so. Speeches made in Par- 


liaments elsewhere cannot affect us. We have been exposed to an 
act of aggression, we have seen how it was dealt with, and we are 
cured. We have given collective methods a fair chance, and no one 
can reproach us with lack of good faith. We are anxious not to ex- 
perience a similar disappointment in a more serious case. Only a fool 
makes the same mistake twice.” 

Herr Hitler also said that Germany was trying to buy iron ore 
all over the world, and that she would welcome a Nationalist régime 
in Spain in order to be able to trade normally with that country. 

June 28th.— The Hamburger Fremdenblatt, considering Mr. 
Chamberlain’s speech in the light of developments in the London 
Committee, described it as amounting only to “ contradictory utter- 
ances which served the sole purpose of convincing disillusioned Germany 
with words,” after there had been a fatal lack of willingness to act. 
The first test of “‘ the new collectivity ” had been such a failure from 
Germany’s point of view that “the traditional English practice of 
plastering up diplomatic rifts with promises is bound to fail.” 

Italy. —Semi-official statements in Rome _ suggested that 
both Germany and Italy considered that they were militarily and 
diplomatically in a position to enforce their policy upon Europe, and 
included the declaration that nothing could be done with regard to 
Spain in their absence or without their approval. Their withdrawal 
from the naval control in no way affected their vital interests and right 
to participate in any political action. 

It was emphasized that they did not seek in Spain anything likely 
to damage the “ free sovereign rights of the Spanish nation,” and 
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only intended that Communism, introduced and imposed by foreign 
arms, should be driven out. It was added that a system of control 
confined to Great Britain and France would be a fresh act of favouritism 
for the Reds. 

June 29th.—The Popolo d’Itaha stated that Italy and Germany 
could not possibly accept an “ Anglo-French monopoly” of naval 
patrol off Spain, describing the suggestion that France and Great 
Britain should fill the gap caused by Italian and German withdrawal 
as “unilateral control.” 

The press also pointed out that there were many difficulties in the 
way of effecting the withdrawal of volunteers, and there would be 
nothing to prevent their re-entering Spain by another door. 

july 1st.—The German press reproduced the Popolo d'Italia 
article at length, and the D.A.Z. said that “‘ the attempts to divert 
the discussion resulting from the Leipzig case and to bring the with- 
drawal of volunteers into the foreground are, of course, entirely 
irrelevant. To such efforts Mussolini has given the suitable response 
in his article.” 

Italy—The Popolo d@lialia, in an article attributed to Signor 
Mussolini, asked why the “ volunteer”? question existed to-day ? 
When, in August, France and Great Britain proposed non-intervention, 
both Italy and Germany replied that in order to make it effective the 
recruitment of volunteers, public subscriptions, and all other forms of 
indirect help, must be prevented ; but England and France said they 
had no means of securing this. 

It had been proclaimed from the first that the struggle had only 
one aim—to crush Fascism. In the second half of 1936, 50,000 
volunteers had gone to Spain to help the Reds, but it was towards the 
end of 1936 that Italian volunteers began to go; the Blackshirts could 
not remain indifferent any longer. 

In February the London Committee had decided that no volunteers 
should leave for Spain, and Italy had scrupulously respected the agree- 
ment. But the ban had never been respected in France, and Marseilles 
was to-day still a recruiting base. 

Great Britain said that volunteers should be recalled because it 
would shorten the war. But the two bodies fighting in Spain numbered 
about 300,000 men each, and the two lots of volunteers numbered only 
20 or 25,000 each, 

“Now we say,” the writer went on, “that the recall of the 
volunteers is such a complicated thing as to be impossible. Who has 
the power to recall that set of exiles, who are outside the action of any 
Government ? The Italian volunteers were not sent there by the 
Government, and the Italian Government, therefore, have no means 
of recalling them. . . . Only General Franco may absolve them, before 
or after the victory, of their moral obligations. The Italian Govern- 
ment cannot do it and will not do it.” 

British non-intervention, the writer declared was “‘ a fable which 
can be believed only by fools. The proof is that volunteers, officers, 
aeroplanes and munitions have left Great Britain, and that violent 
propaganda was carried on in that country in favour of the Bolshevists 
of Valencia. Even the removal of the civilian population of Bilbao 
and Santander under the pretext of humanity is nothing less than a 
direct intervention of Great Britain in favour of the Reds.” 
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In conclusion, he claimed that “ all that could be done by Italy 
and Germany to isolate the Spanish conflagration has been done. The 
last word, the decisive word, belongs now to the guns. A new and 
great Spain is rising, amid blood and ruin. . . .” 

July 2nd—The German News Agency issued a statement explaining 
that the German-Italian plan was intended “to help towards the 
solution of the present critical situation by means of constructive 
proposals which also impose heavy sacrifices on Germany.” 

Previously there had been two forms of sea-traffic, legitimate and 
illegitimate, the latter concerned chiefly with smuggling. The new 
plan was calculated to fill the gap. 

The English assertion that the proposal was one-sided must be 
challenged, it went on. The constructive conception behind the plan 
consisted in the fact that it gave the two parties a legal position they 
had not enjoyed so far, and this would not only clear up the situation 
in Spanish waters, but would impose duties on both parties, as they 
would have to submit to the rules of international law in their conduct 
of the war. 

The director of the Portuguese Radio Club broadcast an address 
in which he said the most ingenuous souls might applaud the stand 
taken by Germany and Italy in the Non-Intervention Committee, but 
he much doubted whether it had pleased General Franco, for it had 
effectively hampered the negotiations he had in progress. 

He suggested that the reasons behind the move were a desire on 
the part of Germany and Italy to prevent General Franco from turning 
in any way towards Great Britain and France, and make him rely solely 
on themselves, it being their policy to stop him from making any new 
friends. He also said it might be an attempt to break the Anglo- 
Portuguese alliance, which he declared to be “in the interests of 
Portugal.” 

He praised the attitude adopted by Great Britain, and concluded: 
“In the last few days the British Government, by their very prudent 
declaration, have once again shown the force of their good sense and 
appreciation of realities.” 

July 4th.—The Italian press stressed the “* constructive ” character 
of the Italo-German plan, and some papers argued that France and 
Great Britain were both seeking to strengthen their “ hegemony” 
in Europe. Whereas France, however, was concerned with the more 
or less negative objective of trying to keep Germany in check, British 
policy aimed at maintaining a real supremacy in European waters. 

Signor Gayda, in the Giornale d'Italia, alleged that an attempt 
was being made to merge the Spanish problem into the Mediterranean 
problem by “inventing” the existence of an active Italo-German 
policy which would threaten the Mediterranean peoples. 

July 5th.—The Italian press again drew attention to the intention 
of Italy and Germany to stand by their proposals for Spanish “ control.’ 
Signor Gayda argued that an agreement with Great Britain on the 
subject ought easily to be reached, if that country’s aims were really 
as defined by Mr. Eden on July 3rd. 

The writer asked, however, to which Spain was Mr. Eden referring, 
the Spain of the past or, better still, of the future, or the existing Spall, 
divided between three Red Governments fighting against a National 


Government. 


42 





appl 
their 


welc 
his a 


ment 
Stron 
forws 
impai 
new s 
7 
were | 
in res 
the a 
ships, 


43 


July 6th.—Replying to questions in the British Parliament regard- 
ing the possibility of stopping the supply of arms, etc., to Spain now 
that the control system had broken down Mr. Eden said that, as regards 
the sea, the gap was, of course, to the advantage of the Government and 
not of the insurgents. As to the Portuguese frontier, the decrees were 
still in force, and he saw no reason to suppose that the frontier would 
be abused ; there would be no utility in such a method even to General 
Franco himself. 

The British Foreign Secretary made a statement in Parliament 
describing the proceedings in the Non-Intervention Committee on 
July 2nd, and, in reply to questions, said his information was that 
there were no German warships in the Mediterranean. 

As to the position of Portugal he explained that there was a 
distinction between her attitude and that of Germany and Italy. 
Portugal had not opposed the Anglo-French proposal to fill the gap 
in the naval observation and, though she had suspended the facilities 
granted to observation officers on her land frontier, the decree embodying 
those facilities was still valid, and its operation could be resumed at 
any moment. 

Mr. Eden also confirmed that naval control was still in operation 
except in the former German and Italian zones, and that ships going 
to that part of the coast were still required to call at control ports. 


THE NON-INTERVENTION COMMITTEE. 


June 29th.—The Non-Intervention Committee met, and the Italian 
Ambassador made a statement calling attention to “ wild allegations ” 
about the landing of Italian soldiers in Spain made by the Valencia 
authorities. He said: “I wish to declare that not a single Italian 
volunteer has left my country for Spain since the ban was agreed upon 
by this Committee.” 

Lord Plymouth explained to the Sub-Committee the Franco- 
British proposals for filling the gap in the control system, and stated 
that the British Government were prepared to undertake additional 
responsibilities as a contribution to European security, which they 
greatly hoped would be welcomed as such. 

Germany had informed them that the withdrawal! of her warships 
from the control system arose out of her desire to avoid incidents, and, 
as the Foreign Secretary had already made clear, the Government 
appreciated that motive. It was in the same spirit that they offered 
their contribution. 

The Russian, Belgian, Czechoslovak, and Swedish representatives 
welcomed the Franco-British proposals, but the Portuguese reserved 
his attitude. 

All the representatives undertook to submit them to their Govern- 
ments at once, but the German and Italian delegates pointed out their 
strong objection in principle to any proposal which, like that put 
forward, was not “ based on the necessary equilibrium to ensure absolute 
Impartiality of control.” They indicated that, in their view, an entirely 
new scheme was necessary. 

The proposals were that the British and French Governments 
were prepared to assume responsibility for the operation of the scheme 
In respect of the whole coast of Spain, and had agreed in principle to 
os appointment of neutral observers to be stationed in the patrol 
SHIps. 
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The British Government would take the patrol of the coast in 
the hands of the Valencia Government, and the French and British 
together that of the coast in General Franco’s hands. 

The German and Italian delegates announced that their Govern- 
ments had decided to advise German and Italian nationals employed 
as observing officers under the control schemes to resign their appoint- 
ments. (They numbered 37 from each country). 

July 2nd.—Speaking in the Sub-Committee of the Non-Intervention 
Committee the chairman said that nothing had occurred to persuade 
the British Government that the scheme of non-intervention was any 
less necessary now than it had been all along. He repeated the Anglo- 
French offer to take over the naval observation duties; they were 
ready, however, to consider any better proposals which other Govern- 
ments might make. 

The Portuguese delegate said he had no objection in principle to 
the Anglo-French proposals, and if the Committee approved them 
unanimously, his Government would also accept them. They were 
likely, however, to lead to new difficulties, and if Germany and Italy 
ceased to collaborate in it, the new plan would create the impression 
that the naval control would operate in favour of Valencia. 

The German delegate submitted German-Italian proposals, opening 
with a declaration that both Governments were “ firmly resolved to 
maintain the principle of non-intervention.” The Anglo-French plan 
could not be regarded as a satisfactory solution and “ the main reason 
is that the equality of treatment to the two parties in Spain which 
was granted under the Four-Powers’ scheme has been disturbed in 
the favour of one party in Spain.” 

The two Governments had agreed to put forward the following 
new constructive suggestions: (1) ‘* All interested Powers agree to 
grant to the two parties in Spain belligerent rights. Such a decision 
would have the immediate effect of strengthening the policy of non- 
intervention, as in fact all the European Powers would add to their 
obligations as signatories of the Agreement the duties incumbent on 
neutral States according to the principles of international law adapted 
to the particular situation in Spain. 

‘‘The proposed measure would ensure, moreover, the following 
advantages: Firstly, by conferring an international status on the two 
parties in Spain, the latter would assume towards the neutral States 
full responsibility for the conduct of warfare in the air, on land and 
on the sea. 

‘Secondly, the patrol system by the four Powers, which has 
utterly failed, as well as any other form of naval control would be 
unnecessary. Thirdly, the serious loopholes existing in the former 
system would be eliminated, inasmuch as the ships flying either the 
Spanish flag or the flag of non-European countries would be submitted 
by the two parties to an effective form of control. 

(2) ‘“‘ With the exception of the patrol system . . . the present 
supervision system already approved by the Committee should stil 
be maintained. The German and the Italian Governments according!) 
suggest that the observation of the land frontiers of Spain, as well 4 
the system of supervision both in the ports and with the observers 
embarked on board the ships flying the flag of the non-interventiol 
countries, should be maintained. 
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(3). “* The German and Italian Governments would welcome any 
further suggestions on these lines.” 

The Italian delegate repeated his Government’s inability to accept 
the Anglo-French proposals, and argued that, with the withdrawal 
of Italy and Germany, the mandate entrusted to the four Powers had 
come to an end. It, therefore, became necessary to reconstruct the 
scheme, correcting the many faults revealed during its application. 

He said the Italian patrols had found that their powers were 
inadequate, and the actual purpose of sea supervision remained a dead 
letter owing to the intense traffic carried on by Spanish and non- 
European ships. 

The Spanish merchant navy had recently been artificially increased, 
and many non-European vessels rarely or never before seen in the 
Mediterranean had been coming to Spanish waters. In one week in 
April over 20 vessels had passed from French into Spanish territorial 
waters and the average of 15 to 20 ships weekly had been practically 
the same during all the patrol period. This did not constitute a breach 
of the observation scheme, but it did constitute a serious gap in it. 

The Belgian, Swedish and Czechoslovak delegates intimated their 
approval of the Anglo-French plan. 

The French delegate said the Italian statement did not imply that 
the scheme was ineffective. It had never been contemplated under the 
Agreement that legitimate trade should be stopped. 

The grant of belligerent rights was clearly a political question ; 
its effect would be to raise the status of the insurgents to the level of 
the legal Government, and the French Government were not willing 
to adopt this course. 

It was well known that the naval strength of the two Spanish 
parties was not equal and in practice, therefore, the policing would 
be done by the stronger. Neither of them was in a position to establish 
an effective blockade, and such a situation would gravely interfere 
with legitimate international trade. 

That control on land should continue, though it had been dis- 
continued unilaterally on one of the frontiers, was neither impartial 
nor effective. 

The Soviet delegate said it was the first occasion the Committee 
had been presented with a plan so one-sided and so partial as that of 
Italy and Germany. Under international law it was inadmissible to 
place the legitimate Government of Spain on the same basis as the 
rebellious generals. 

__ The grant of belligerent rights would mean that General Franco, 
with the help of his allies, would be able to institute a virtual blockade 
of Republican Spain, which had no powerful allies on the sea, and 
would not be in a position to blockade the insurgent ports. The French 
frontier would, meanwhile, remain closed. The plan was, therefore, 
a destructive plan, the adoption of which would strike a death blow 
both to the Non-Intervention Committee and to the Agreement. 

The Italian delegate said his Government had very strong objections 
to the grant of belligerent rights to Valencia, but had included this in 
the plan in order to maintain the principle of equilibrium on which any 
scheme must depend for its efficiency. 

The German delegate declared that Germany and Italy had not 
voluntarily withdrawn from the naval control ; they had not withdrawn 
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until the failure of the Four-Power agreement, and then they had 
done so to avoid further international complications. 

Their proposals aimed at closing the gap in the scheme and putting 
a stop to various forms of smuggling which had grown up. They were 
in favour of a policy of non-intervention and considered that under 
their new system ships observing the rules of non-intervention would 
greatly benefit, while any other ship would run greater risks, and so 
the principle of non-intervention would be strengthened. 

Their new system was a big step towards real non-intervention 
because (a) legitimate shipping would go on, with observing officers 
on board ; (b) the illegitimate shipping which had carried out the arms 
smuggling with impunity would be put to an end by the Spanish parties 
themselves ; and (c) the land borders on the Portuguese, French, and 
Gibraltar frontiers would be controlled as before. 

Lord Plymouth emphasized the willingness of the British and 
French Governments to have neutral observers on board the patrol 
vessels. He said that import of arms, etc., into Spain had occurred 
through no fault of the scheme itself, but was due to the gaps in it, for 
which the International Committee was responsible. He had repeatedly 
called attention, at recent meetings of the Committee, to the loopholes 
provided by the Spanish flag and by the flags of non-European countries. 

The sea scheme, under the Italo-German plan, would be deprived 
of an essential element if naval observation were removed ; it would 
redound to the advantage of one only of the parties. The grant of 
belligerent rights, also, could not be regarded as a substitute for a 
complete supervision scheme. He repeated that the Franco-British 
proposals still stood. 

In conclusion, the Italian delegate explained that, until further 
notice, Italian ships would continue to call at the observation ports 
and to embark observers, and the Italian personnel in the London 
Office of the Non-Intervention Board would remain. 


U.S.A. 
INTERNAL AFFAIRS. 

June 24th.—The Governors of the Federal Reserve system, in a 
Report to Congress, stated that the chief factor in the heavy inflow of 
gold into the U.S.A. was foreign purchases of American securities, 
particularly purchases made after the Tripartite Currency Agreement. 

During the 12 months—March, 1935, to March, 1936—these 
purchases had amounted on balance to about $1,000 million. 

Martial Law at Johnstown was raised by a decree of the Governor 
of Pennsylvania, on the ground that the emergency had passed. 

June 29th.—Mr. Roosevelt, speaking at his press conference, said 
the country was tired of the steel strike, and the public attitude towards 
extremists of both sides was “‘ a plague on both your houses.” 

July 2nd.—A Bill was introduced into the Senate, sponsored by 
Senators Robinson and Logan, in substitution of the measure proposing 
the reorganization of the Federal Judiciary. 

It empowered the President to appoint to the Supreme Court 
an additional Judge for each member of the Court who had passed the 
age of 75, but only at the rate of one a year and up to two-thirds 0 
the Court’s existing membership. (There were four Judges of that age). 
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EXTERNAL AFFAIRS. 

June 23rd.—M. Van Zeeland arrived in Washington and was 
received by President Roosevelt. He also had a discussion with Mr. 
Cordell Hull. 

June 28th.—Speaking to the Council on Foreign Relations in 
New York, M. Van Zeeland referred to the improvement in international 
trade, in spite of economic nationalism, and said the absolute necessity 
of international co-operation in economic affairs was becoming more 
and more evident. They were now faced, he felt, with the following 
alternative: either they seized the opportunity boldly, rose to the 
occasion, liberated trade from the barriers strangling it, and went 
forward to a new period of prosperity, or they missed the opportunity, 
and soon found themselves in difficulties similar to those of bitter 
memory. 

He said he believed the inanity of a European war arising out of 
the Spanish crisis had become evident to everybody, and that it was 
only reasonable to believe, from the subsidence of one crisis after 
another, that the Spanish situation would continue to be handled 
from outside in the same way as hitherto “ until the end of the drama.” 

As to the part America might play in her relations with Europe, 
he said that in his opinion Europe did not need American capital. 
There were parts of Europe where credits were badly needed, but 
until conditions were created which would justify investment it was 
useless to give them credit. And when those conditions were restored 
ample capital could be found in Europe or elsewhere for their normal 
requirements. 

Real co-operation between nations could only exist on a basis of 
absolute equality. There could be no question of establishing between 
the U.S.A. and Europe a “ one-way trip.” Whether the exchange 
was of ideals, or capital, or goods, or services, it must always be a 
“round trip.” 

June 29th.—A joint statement was issued by President Roosevelt 
and M. Van Zeeland, referring with great satisfaction to the results 
obtained through the Belgo-American Trade Agreement and “ the 
arrangements for co-operation and stability in the monetary sphere 
in which the two Governments are now joined with others.” 

The Trade Agreement had shown that enlarged trade could be 
developed without disturbing in any significant way the organization 
of domestic production, while the arrangements for co-operation had 
served, and would continue to serve, both as steering machinery for 
the monetary systems, not only of the six countries parties to the 
arrangement, but to much of the rest of the world. 

__ The two statesmen had also reviewed the questions of the economic 
difficulties and continuing armaments race that were creating so much 
anxiety everywhere. It was stressed that “ within the frame of 
traditional American policy it was the disposition of the United States 
to co-operate in the joint work of rebuilding international trade, con- 
tinuing co-operation in money matters, and seeking arrangements 
whereby the burdens and dangers of overwhelming armaments might 
be reduced, or the method of their employment safeguarded.” 

The Secretary of the Treasury informed the press that an “ under- 
standing ” had been concluded with the British and French Governments 
which would permit the continued operation of the Currency Agreement. 
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This covered “all aspects” of the situation, but the co-operative 
relation of Belgium, Switzerland, and the Netherlands would be a 
matter for later determination. 

There had been, he said, no changes in any technical arrangements 
under the Agreement, and he added that: “‘ Due to the Three-Power 
Agreement we have had no disturbance of any kind,” whereas without 
it the events in Paris might have caused serious upsets in international 
exchange. 

July 5th—Mr. Bingham’s speech in London to the American 
Society. (See Great Britain, External Affairs). 


U.S.S.R. 


June 23rd.—Reports reached Moscow of the arrest of large numbers 
of directors, managers and officials in the automobile and tractor 
industry, particularly in the Stalin motor works and at Gorky, 
Yaroslav, and Leningrad, where production was unsatisfactory. 

The paper Za Industrialisatziu stated that in the Gorky works 
during 1936, 12,000 workers out of the 34,700 employed abandoned 
_ the factory, and that since then 5,000 more had gone, 1,300 of them 
forcing the management to dismiss them by absence from work, 
malingering, and loafing. 

In one section of the factory 6 per cent. of all working hours had 
been lost by slackness and absence. 

June 24th.—The Premier of the Uzbek Soviet Republic was 
dismissed from his office. 

June 27th.—Reports from Habarovsk stated that more arrests 
had been made of “ diversionist spies,” alleged to be emissaries of 
“‘a neighbouring country dreaming of seizing the Soviet Far East,” 
and 37 of them were executed. 

Japanese Army reports of incidents on the Amur River. (See 
Manchukuo). 

June 29th.—M. Litvinoff received the Japanese Ambassador, 
who made a protest on behalf of Japan against the occupation of the 
islets in the Amur River. It was reported that the Japanese had 
undertaken to withdraw their troops a certain distance from the bank 
of the river, and that the Soviet Government agreed in principle to 
evacuate the two islets. 

June 30th.—Report of attack by Soviet gunboats and sinking of 
one of them on the Amur River. (See Manchukuo). 

The Government protested to the Japanese Government against 
the action of the Manchukuo- Japanese forces in sinking their gunboat. 

July 1st.—Basis of the Japanese claims placed before M. Litvinof. 
{See Japan). 

The Government announced the floating of a new Defence Loan 
of 4,000 million roubles, bearing interest at 4 per cent. It was to be 
redeemed in full in 1957. 

July 2nd.—The Commissariat of Defence gave orders to the Army 
in the Far East to withdraw all armed patrols and cutters from the 
islands in the Amur River which had been the scene of conflict. 

M. Litvinoff was informed by the Japanese Ambassador that the 
forces on the Manchukuo side and the cutters in the river were being 


withdrawn. 


48 





' 49 


July 4th.—It was understood that the two islets in the Amur 
had been evacuated by the Soviet forces. 

July 6th.—It was announced in the official press that Shestakovich, 
Chief of the All-Union Radio System, had been arrested on a charge 
of destroying radio equipment, and that Aksionoff, President of the 
Kazan City Soviet, had been dismissed. 

It was also reported that 22 more railway men had been shot 
in the Far East, and that groups of “ Trotskyist wreckers and spies ”’ 
had been discovered disorganizing the Moscow transport services, 
synthetic rubber factories, lorry construction plant and other depart- 
ments of industry. 
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FORTHCOMING EVENTS. 


Fifth International Technical git 
on Agricultural Industries 


International Congress of Public Health 
Works _.... 
*Plenary Session of Intellectual ‘Co-oper- 
ation Committee 
International Conference on Social Work 
World Conference of Christian Life and 
Work _..... 
Congress of International Association 
for Ethnology 
International Congress on the Economic 
and Social Sciences _... 
Congress of the International Council of 
Nurses .... 
Sixth International ‘Conference on 1 Public 
Education 
Fourteenth International | Congress of 
Architects a 
Congress of the International Child 
Welfare Association 
Second International pane on Mental 
Hygiene 
*Permanent Committee on Arts and 
Letters 
*Committee for the International Re- 
pression of Terrorism as 
Second World Congress of Faiths 
Second International Congress on Social 
Policy 
ietebeetionsl 
Education 
*Supervisory Body established under the 
1931 Convention on Narcotic Drugs ... 
Sixteenth Annual Conference of Inter- 
national Student Service on 
Fourteenth International University 
League of Nations Federation nd 
International Population Congress 
*Extraordinary Session of the Permanent 
Mandates Commission 
Congress of International Federation of 
Teachers’ Associations , ie 
Twentieth Zionist Congress 
World Conference on Faith and Order .. 
Second International Congress of Com- 
parative Law ... 
*Committee for Study of the Problem of 
Raw Materials 
*Economic Committee _... 
*Ordinary Session of the League Assembly 
*Technical Sub-Committee of the Fiscal 
Committee meme 
*Fiscal Committee _ 
*Conference on the International Re- 
pression of Terrorism bs ahes 


Congress on Primary 


Eighth International a * for His- 
torical Sciences 


* League of Nations or International Labour Office. 
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